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re. Growth Management Council report
Dear Governor Wilson:

It is my privilege and responsibility to transmit to you the recommendations and report
of the Governor’s Interagency Council on Growth Management, pursuant to your
Executive Order W-2-91 dated January 22, 1991.

1 also forward to you under separate cover the various interim publications previously
released jointly by the Council and the Governor’s Office of Planning and Research. A
number of additional publications also are underway and form part of the Council’s
work.

Both the Council and OPR stand ready to undertake such further work as you may
direct. I know I speak for all of us in thanking you for this opportunity to make what we
hope will be a lasting contribution to California’s future. 1also would like to thank the
other members of the Council, who have devoted many hours to these issues in spite of
their other pressing duties.

Sincerely,

Richard Sybert
Chair of the Council
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FOREWORD

The Growth Management Council presents this report and recommendations for review and
comment. Our vision of California is as America’s leader, economically, environmentally,
and socially, and as a model for the world. California is unique in its resources, its diversity,
its energy, and its complexity. But we find ourselves now at a crossroads. We must manage
and direct the growth and change which is an inevitable part of California’s future, just as it
has been in the past. We must direct strategic growth as a vehicle to rebuild prosperity and
infrastructure, create jobs and stimulate both sustained and sustainable growth in the
economy, preserve the quality of life, and plan for the future in a way that maximizes the best
use of both our human and natural resources.

With nearly 32 million Californians, and more arriving every day, we must re-energize a
dynamic economy, sustain high economic growth, and provide new jobs and opportunities
for all Californians, new and old. We must preserve our environment and direct develop-
ment away from sensitive natural areas before they become degraded or endangered. And
we must ensure that there will be housing, school facilities, and transportation systems
adequate to the challenges of the 21st century. All of this will require streamlining govern-
ment at all levels — “reinventing government,” as the catch phrase has it; the Council is
convinced that less government can be better and more efficient government.

Only by managing our growth and by planning for our future can we shape our own destiny.
A viable growth management program on the local and state levels is essential to ensure that
California will remain a healthy, livable state, with a high quality of life for al}, and that our
common vision will become a reality.

California in the 21st century can be all we wantit to be: a place where people choose to live
and do business — where economic opportunity, environmental protection, and a good
quality of life support each other. With leadership from the State, with new partnerships
from local government, with responsibility from all Californians, we need not suffer growth,
we can shape it.

As California continues to grow — and it will — we must manage that growth towards
economic prosperity, environmental quality, and a better life for all. Every Californian must
do his or her part. Here, on the shores of the Pacific, we can forge a new and better society.
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EXECUTIVE SUMMARY
OF RECOMMENDATIONS

As California’s population continues to grow in the midst of recession and economic
restructuring, the Growth Management Council believes that managed growth can and
should be a strategic tool to rebuild our infrastructure, create jobs, and provide for sustain-
able economic growth and prosperity in the context of quality of life and carefully balanced
development. It is time for California to build for the future, and to make the most
intelligent use of its human and natural resources.

For this reason the Council has eschewed the use of the term “growth management,” which
has come in too many minds to signify constraint, restriction, and control. There is no doubt
that California’s resources and environment must and will be protected. But balanced
growth and development, properly managed, can at the same time build an economic
future. The Council has therefore chosen the term “strategic growth” to emphasize the
positive role that careful planning and development can play in California’s future.

Overall this is a broader direction than simply adapting California’s planning and develop-
ment process to continuing population growth. The State’s economic woes of the past two
years — the same reasons that have led to growth management being deferred longer than
originally anticipated — have highlighted the potential of careful growth and balanced
development as an economic tool to complement the quality of life.

The vision for California’s future must include goals in all areas of California life:

» Natural Resources — minimize the impact of growth on natural resources, and protect,
enhance, and manage those resources on a sustainable basis.

* Human Resources — promote a high quality of life for all Californians through training,
education, affordable housing, economic opportunity, and quality of environment.

* Economic Competitiveness — enhance the ability of the State to retain and attract jobs to
provide for the prosperity of California’s citizens. In addition, promote an improved
business environment to support a broad-based economy, including agriculture and renew-
able resources; and capitalize on California’s unique geographic position, cultural diversity,
and consumer base to establish California as a pivotal player in the evolving global economy.

With this as background, the Growth Management Council’s basic recommendations are
summarized as follows:

I. Infrastructure. State support for local and regional infrastructure is a strong and neces-
sary signal of State policy to plan and build for the future. The Council uniformly believes
the State must direct more of its attention and investment to infrastructure. Although the
State cannot generally be a banker to local government, it can act to reward jurisdictions that
meet State growth guidelines, and help support the market for local debt. The Council
proposes expanding the current California Housing Finance Authority (CHFA) to 2 general
infrastructure agency, the California Infrastructure Finance Authority (CIFA), to act as a
State infrastructure bank. The new CIFA should provide 50-50 matching grants to local
government for infrastructure improvements that are consistent with growth guidelines
(see below). Recognizing existing fiscal constraints, the Council supports substantial State
bonding, through new or redirected resources, to fund this effort as a necessary investment

Executive Summary ES-1
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in California’s future economic prosperity. The Council recognizes that the question of
where this money comes from (or from whom it is redirected) is one that must be decided.
CIFA should also offer technical assistance in planning and financing infrastructure. Among
other things, it should publicize the ability to pledge local shares of Vehicle License Fees and
other financing tools (e.g., pooling, interest rate buy-downs) as ways to lower local borrow-
ing costs.

In addition, all State infrastructure funds and mechanisms, whether direct funds or loans,
should be used in accord with voluntary State growth guidelines. Allocation of State bond
revenues should be set to the maximum extent practicable in accordance with those guide-
lines, and with the priorities established in the State Capital Improvements Plan (see below).
In addition, local and government entities should be permitted to utilize certain State-
sanctioned infrastructure financing vehicles — developer fees, Mello-Roos districts, Light-
ing and Landscaping Act districts — only if their local plans have first been certified as
consistent with State growth management goals and standards. The Administration should
continue to support simple majority local bonds for local school facilities (ACA 6), and
examine reduction of required voting majorities for other essentially local facilities (e.g., jails
and parks). Finally, any water transfers should be contingent on the transferee meeting
growth guidelines to ensure that the water is used wisely.

With respect to school construction, which the Council regards as a critical need for
California’s future, the Council supports a State “safety net” program to provide portables
to local school districts as a last resort; additional State support for districts that lack
bonding capacity for school construction, with school financing otherwise to be predomi-
nantly local by majority vote; streamlining the school construction application and plan
check process; and greater flexibility in meeting Building Codes. School construction financ-
ing should be integrated with local infrastructure generally.

2. Housing, Affordable and well-located housing is key to strategic growth. The proposals
in this report should materially promote provision of housing through better integrating of
planning and environmental review, through permit streamlining, through greater State
support of related infrastructure, and through growth guidelines that include incentives for
densification, “fair share” housing or other performance standards, better jobs/housing
balance, and closer integration of transit and housing.

In addition, the Council believes fiscal incentives for housing should be considered, such as
reallocation of the increment of local sales tax. Another funding source could be redevelop-
ment set-aside funds for housing that are not being fully or effectively used by all local
governments. A combination of clearer performance standards in the provision of housing,
backed by meaningful fiscal incentives, could be effective in better meeting California’s
housing needs.

3. Integration and Coordination of State Planning. A growth strategy should be a vehicle
for strearnlining State planning generally, and making it both simpler and more consistent.
OPR should coordinate, at five-year planning intervals with mid-interval updates, an
Integrated State Plan. The Integrated State Plan would nof be new central planning, but an
integration and streamlining of the largely uncoordinated planning and existing law that
already exist at the state level.

Ultimately a local government or State office should be able to refer to the Integrated State
Plan and find or have identified all State material applicable to planning and land use. The

ES-2 Execautive Summary
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goal of the Integrated State Plan should be to simplify, streamline, and make consistent the
welter of sometimes conflicting and often confusing State policies and mandates which local
governments must consider today. All State agency plans or policies that bear directly on
the Integrated State Plan should go through a consistency review by OPR; policies and
planning should no longer be undertaken in a single-subject vacuum.

The Plan should incorporate, where possible integrate, and where necessary mediate,
existing State plans, policies, and statutes. These include clean air; water quality; congestion
management; “fair share” housing; solid and hazardous waste; local planning require-
ments; environmental review; and water conservation.

In addition, the Integrated State Plan should include suggested broad voluhtary guidelines
cast to the degree possible as performance standards, for local and regional entities in
various areas relevant to growth:

* resource identification and conservation

* removing barriers to housing

¢ local permit streamlining

¢ consultation with neighbors

* infill/densification

* efficient infrastructure (funding and capacity)
* jobs /housing balance

¢ transit/housing integration

Overall, these guidelines should be directed toward more sensible land use patterns,
including provision of housing, environmental protection and resource conservation, cost-
effective provision and use of necessary infrastructure, and closer integration of fransporta-
tion, housing, air quality, and energy.

Final decisions on land use ultimately must be made by local elected officials. In this, the
Council’s recommendations differ from various growth management proposals which
would provide for more mandates from Sacramento. However, the State can, as it does now
for both CEQA and general plans, provide useful guidelines, model ordinances, and other
assistance. In addition, the State should focus its assistance on those local communities who
are willing to grow responsibly. Accordingly, consistency with the Integrated State Plan
should be a condition or a competitive criterion for receiving future State infrastructure
funding or loans, a condition to new use of infrastructure financing mechanisms such as
Mello-Roos, Lighting and Landscape Act assessments, and developer fees, and a condition
to receipt of any additional water transfers.

The Plan should establish clear goals of quality of life, orderly development, and sustainable
economic prosperity. It should be in the context of adequately providing for California’s
expected population and economic growth. OPR should undertake a program of trend
projection and analysis of alternative growth scenarios and assessment of the implementa-
tion measures necessary to achieve each alternative. Development of statewide growth
management and land use policies, and integration and consistency of planning by OPR are
already authorized by, inter alia, Government Code Sections 65030.1, 65031, 65032, 65035,
65036, and 65040.

Executive Summary ES-3
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The Integrated State Plan should include:

(D

(i)

(iif)

(iv)

(V)

(vi)

(vii)

(viii)

ES—4

Capital Improvements Plan (Finance/OPR lead). An integrated, long-range capital
improvements plan for State infrastructure, prioritized through interagency review
and informed by the growth guidelines. Funding sources should be identified. There
should be a renewed focus on infrastructure, for three reasons: (a) the State will
literally start falling apart under the weight of growth unless we begin seriously

_ attending to infrastructure needs; (b) there needs to be a visible signal to both

business and individual taxpayers of a new direction and priorities being established
in California government; (¢) construction provides jobs.

Economic and Employment Development Plan (Trade & Commerce Agency, EDD,
and other interested departments). This is intended not as “industrial policy,” but as
strategic measures generally to enhance California’s business climate and employ-
ment opportunities. The State should welcome all sustainable and productive eco-
nomic activity.

Resources Protection and Conservation Plan (Resources lead). The State should
provide definitions and criteria (and to the extent identification and inventories
currently exist, data) for local inventory and classification of resource lands of
Statewide significance, with prioritization within and between classifications as to
importance of conservation and protection. Guidelines should also suggest appro-
priate alternative conservation and protection mechanisms, and should not
“overclassify” to leave insufficient land readily available for sustainable and bal-
anced development.

Water Plan (Resources lead). A long-range State water plan, including storage and
conservation, supply, and balanced wildlife and fisheries protection, consistent with
DWR planning and accepted recommendations of the Governor’s Long-Range Wa-
ter Policy Task Force.

State Environmental Protection Plan (Cal/EPA lead). Integration of air, water, haz-
ardous waste, and other environmental protection on a Statewide basis. Regulatory
reporting requirements should be consolidated, and common reporting /information
systems developed for State and federal environmental programs.

State Energy Plan (CEC or other lead). The current Biennial Report, or its successor.

Statewide Housing Plan (HCD lead). This should coordinate and direct the activities
of the State’s housing providers (currently 15 State entities have housing programs);
comment and suggest regarding housing-related activities of other State entities (e.g.,
State infrastructure investments); and offer guidelines and technical assistance for
housing plans of local governments. The State Housing Plan and planning guidelines
should incorporate regional housing needs allocation (i.e., “fair share”), and should
also identify regulatory barriers to housing, including review of specific zoning
measures such as large lot minimums; large-scale downzoning; permit caps and
moratoriums; excessive developer fees; rent control; unsupported denial of water
availability; and unnecessarily strict or expensive building codes. Housing perfor-
mance goals should be simplified. The federal Comprehensive Housing Affordabil-
ity Strategy should be incorporated into the Statewide Housing Plan.

Unified Statewide Transportation Plan (Caltrans lead). A unified statewide transpor-
tation plan (probably the statewide plan now under way pursuant to the new federal
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Intermodal Surface Transportation and Efficiency Act, or ISTEA, and its implement-
ing State legislation, SB 1435), integrated and consistent with air and housing plans.
The plan would treat all means of meeting transportation demands, including ports
and airports, as a single unified system; and prioritize State transportation invest-
ments on the basis of leverage in conjunction with State investments in other infra-
structure such as housing, sewers, etc. Flexible funding should be made part of any
implementation strategy for the statewide transportation plan. Existing State trans-
portation funding mechanisms should be inventoried and examined by Caltrans,
and modal restraints (e.g., road only, or rail only) removed.

4. Local Comprehensive Plan. The general plan should be reinforced and strengthened as
the central tool for planning, and renamed the Local Comprehensive Plan. OPR should
issue new local plan guidelines, consistent with and inclusive of the voluntary State growth
guidelines, to update the current seven specific elements of a general plan, and, consistent
with the Integrated State Plan, incorporate and integrate all relevant State policies and
statutes, including housing, air, solid waste, CMP, agland and historic preservation, open
space and parks, water quality, school construction and other infrastructure, including
financing. The housing component of the local guidelines should be streamlined and
improved over present housing element law. Where possible consistent with statutory
mandates, local plan guidelines should be in the form of performance standards, with the
methods of achieving them to be left to the local jurisdiction. Local guidelines are already
authorized under, inter alia, Government Code Section 65040.2.

Each Local Comprehensive Plan should also specify methods of coordinating planning with
the jurisdiction’s neighbors, and provide for notification to neighboring jurisdictions of the
comprehensive plan process. All facilities and bodies, including State facilities, school
districts, and other special districts, should be considered and addressed in each jurisdiction’s
Local Comprehensive Plan.

Local Comprehensive Plans should be copied to the regional COG and to OFR, who should
maintain regional and central databases of such plans, respectively. Some method should be
devised to certify consistency of local comprehensive plans with planning guidelines. Such
an oversight function by COGs is possible although not likely to be universally accepted;
alternatives are subregional review at the county level, direct State review, or local self-
certification with State and/or COG audit. The current separate housing element review
could be replaced, and its concerns met, with a combination of clear housing performance
goals and meaningful financial incentives such as reallocation of sales tax, discussed below.
Whatever local planning process is adopted, housing should be included and treated in the
same process, and the result should be integration and better implementation of housing
goals.

New, reformed COGs (see below) should prepare regional reports for submission to OPR.
These reports should address the aggregate performance of local jurisdictions within the
COG area in meeting State growth management goals and standards, based on their local
Comprehensive Plans. COGs should not have the authority to devise regional plans and
strategies other than as their members may agree.

The Local Comprehensive Plan should provide a much greater degree of certainty than now
for both resource protection and development. It should specify where development will be
permitted, on what terms, and according to what criteria. Each Plan should also include a
long-term capital facilities (infrastructure) and financing plan, including school construc-
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tion. There should be a rebuttable presumption that each jurisdiction should provide
sufficient development capacity to accommodate an anticipated “fair share” of projected
growth. To the extent consistent with CEQA reform (see below), project-specific review
should be limited to whether a proposed development meets the stated criteria.

Challenges to the adequacy of a Local Comprehensive Plan should be by administrative
procedure to the local Council of Government (in a multi-county area, possibly at the
subregional level) and then OPR, initiated by a jurisdiction within the same COG, by any
interested State department or agency, or by qualified third party under traditional com-
mon law standing. Subsequent court review after administrative remedies are exhausted
should be subject to an abuse of discretion standard. Land use disputes generally, including
CEQA disputes, should be subject to formal mediation, and then to the same administrative
and judicial review if necessary. -

Preparation of the Local Comprehensive Plan, as well as the accompanying Master EIR
described below, may be a State mandate and in any event will be a significant expense for
local government. Total expense could reach $100 million or more. Funding mechanisms
which may include State assistance should be identified. One alternative would be a
General Obligation bond, although the use of bonded indebtedness for operational ex-
penses, even of such a longer-term nature, would be a2 marked change from existing
practice. Another alternative would be local permit fee anticipation bonds, since under this
proposal much of the local planning effort would be at the front end. The Council believes
the local funding question ultimately must be addressed. However, it may be deferred for a
time because any substantial new mandated local planning logically would await comple-
tion of the State’s own integrated planning effort.

5. CEQA Reform. The California Environmental Quality Act (CEQA) should be revised to
reduce uncertainty, improve assessment of cumulative environmental impacts, and reduce
duplicative project-by-project review for routine development that can be treated at the
plan level. Environmental assessment and land use planning should be more closely inte-
grated to improve both. Each jurisdiction should prepare a Master EIR {Environmental
Impact Report), or MEIR, contemporaneous and consistent with the Local Comprehensive
Plan. The MEIR should identify, as per OPR local plan guidelines, those especially environ-
mentally sensitive areas requiring further study or full, project-specific EIRs for develop-
ment.

The Local Comprehensive Plan and subsequent zoning ordinance should set clear criteria
for routine development including infill, and smaller projects. Subsequent, project-specific
environmental review would be carefully limited to ensuring that the project is consistent
with these criteria, and performing a tiered EIR or mitigated negative declaration only to
address any additional aspects honestly unique or particular to the project. State, regional,
or local plans that already incorporate reasonable environmental review should not addi-
tionally require an EIR. There should be procedural changes in CEQA including tightened
definition of “project,” provision of attorney’s fees, tighter statutes of limitation, and limits
on standards of review in order to discourage its use for delay or reasons other than CEQA'’s
purpose, namely the provision of sound environmental analysis and information to deci-
sion-makers. Similar conditions should attach to challenges of permit decisions. CEQA
should also be revised if needed to provide for regional or Statewide mitigation banking.
Finally, the role of the State Clearinghouse in coordinating State review of CEQA docu-
ments should be strengthened.

ES—~6 Executive Summary
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Both the Master EIR and Local Comprehensive Plan would be updated every five years,
unlike current law (widely ignored) which requires only that a general plan be “current.”
Local jurisdictions would be empowered, if they wish, to fuse their Master EIR and Compre-
hensive Plan into a single document. Amendments should be allowed only once a year,
instead of four times a year as now permitted.

Stronger alternatives to these recommendations would be to exempt designated develop-
ment areas from CEQA, or to prohibit third party private suits now permitted under CEQA.
These are discussed in the CEQA appendix to this report.

6. Single-Issue Permit/Permit Streamlining. The basic building blocks should be put into
place for an eventual single land use permit, or the Single-Issue Permit. This must be a
cooperative interagency and intergovernmental effort, with full participation by local gov-
ernment. This effort is already underway pursuant to Executive Order W-35-92. An inter-
agency task force, coordinated through the Office of Permit Assistance (OPA), has been
charged to formulate guidelines for each permitting agency and department, such as those
within Cal/EPA, to proceed internally to streamline its permitting, and work through the
task force to integrate it with any other State and federal permits. OPA has also been
charged, under existing statutory authority, to form a second task force to design stream-
lined permitting guidelines with local government. In addition, OPA should prepare and
provide a master list of permit criteria, integrating those from existing permitting agencies.
The goal should be a single land use/environmental permit, issued by the traditional local
permitting authority - city or county - but mandatorily informed by integrated State and
regional criteria.

The basic idea is o (1) reduce the number of permits that must be obtained; (2) concentrate
as much as possible of actual permit administration at the local level. This also offers a
further opportunity for the State to sort out and assess the aggregate impact on develop-
ment of all its policies, through the criteria integration process. This streamlined and
integrated approach should make California more competitive with other states.

Alternatively, because complete permit integration may face obstacles, to avoid additional
administrative and technical burdens on local governments, a consolidated State permit
process can coordinate closely with and funnel into a comprehensive local permit process to
achieve the same end. In any event, the State should continue to supply necessary technical
and scientific assistance. Other options should also be explored, including industry compli-
ance plans in lieu of environmental permits, State delegation agreements to local jurisdic-
tions with sufficient staff resources, and use of lead agency agreements.

The Office of Permit Assistance already has statutory authority under, inter alia, Govern-
ment Code Sections 65922.3 and 65946, to develop consolidated or master State permit
forms, and to assist local governments in doing the same.

7. New and Reformed COGs. The structure, procedures, and configuration of Councils of
Governments (COGs) should be re-examined and revised to make new COGs the vehicle
for streamlining the plethora of regional bodies that already exist, and to reduce and
simplify the overall level of government and regulation. In addition, the role of the COGs as
regional forum and information clearinghouses should be strengthened. New COGs should
have no taxing authority, no general land use powers, and no operational duties beyond
those they may currently perform, or set forth below.

Exzcutive Summary ES-7
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OPR should designate, after local input and hearings, existing and new COG regions, and
recommend any procedural changes in COG governance. Included in this process should be
a determination whether COGs are needed in regions that do not currently have them.
Subregions might be designated in the larger COGs, with the COG and subregions mutually
to determine an appropriate division of the duties listed below, failing which OPR should
do so. Since considerable misgivings have been voiced from various constituencies with
respect to expanded roles and authority for COGs, the public process described above
should proceed carefully but deliberately. There should be recognition that this is a difficult
area involving charged issues of local autonomy, balance between cities and counties, and
responsiveness at the subregional or county level.

State agencies should be encouraged to align regions and districts wherever possible with
growth management regions, if it makes sense to do so in light of the purpose of the agency
regions or districts, in order to effect regulatory efficiency and decrease fragmentation; or
should otherwise take steps to cooperate in coordination with new COGs.

New COGs or their county-level subregions should perform the following functions:

(a) regional Congestion Management Planning;
(b) regional solid waste and low level hazardous waste (Tanner) planning;

(c) an improved process for regional “fair share” housing needs allocations, including
creation of a market mechanism to effectively trade allocations within a region;

(d) creation of mechanisms to tie jobs growth to housing within a region or subregion;
(e) creation of a market mechanism to voluntarily site locally undesirable land uses
(LULUs) such as landfills within a given region;

(f) creation of a regional mitigation banking scheme to provide greater flexibility in
meeting environmental needs, by allowing environmental impacts of development in
one area {o be offset by environmental protection in another;

(g) current Regional Transportation Planning Agency duties; separate RTPAs should be
consolidated in urban areas where COGs exist;

(h) . approval of any new Special Districts, and conduct of feasibility studies of consolidat-
ing existing ones;

(i) assembly and possible review of Local Comprehensive Plans to ensure consistency
with State growth guidelines;

() preparation of regional reports to OPR detailing the aggregate performance of the
region in meeting the State’s growth management goals; over time, these may become
regional comprehensive plans, but they should reflect local plans within the region and
not confer any independent authority; :

(k) coordination of regional planning activity with State agencies and departments.

Consideration should also be given in future to consolidation of other regional functions,
including in some instances some of the functions that may at present be performed by
county LAFCOs and by Airport Land Use Commissions (see discussion in Appendix).

Funding for new COGs should come from existing COG funding and that of any other
bodies or functions to whose duties they would accede.

ES—8  Exeartive Summary



STRATEGIC GROWTH: Taking Charge of the Future

8. OPR Assistance. OPR should substantially strengthen and increase its planning and
technical assistance to local jurisdictions. Statutory authority to do so already exists under,
inter alia, Government Code Section 65040(1) and (n). OPR should develop standard, ac-
cepted planning products that will carry legal presumptions of legal validity. Other State
agencies and offices, such as Cal/EPA, Caltrans, HCD, and Resources, should also continue
and strengthen their local technical assistance. _

9. Rurai Development. A joint program should be developed by Resources, Trade &
Commerce, and OPR, building on existing and planned efforts and programs of those
agencies and their departments, and drawing on available federal assistance, to direct and
promote growth to depressed, resource-dependent areas of the State that want and wel-
come it.

10. Water. A long-term water strategy for California, as recommended by the Governor’s
Long-Range Water Policy Task Force, is essential to meet expected growth. As part of this
strategy, any transfer mechanisms should be on such terms and conditions as further the
State’s growth guidelines.

11. Congestion Management Planning. The CMP process should be utilized for full
regional coordination by COGs, which should fold in the existing planning functions of
current regional transportation agencies. Additional changes should be made in the CMP
process: CMPs should address the entire transportation system; current exclusions for
interregional travel, travel between counties, and travel from low income housing should be
changed; the CMP process should specifically provide for special traffic control measures
(e.g., staggered work hours, HOV requirements) for principal arterials that fall below level-
of-service standards; and “principal arterials” should be defined.

12. Air Quality and Environmental Reforms. (a) Air quality is an important element of
growth management and land use planning, and should be addressed through consider-
ation of indirect source considerations, should they remain an issue, in the Integrated State
Plan process and planning guidelines. This should also avoid the debate about air districts
directly exercising local land use authority. (b) Local and regional air districts should be
consolidated on a regional basis (most already are) in urban areas. (c) Greater cooperation
among air districts, COGs, and transportation planning agencies is needed, one example
being joint designation as Lead Planning Organizations (LPOs) for conformity with federal
air quality requirements. (d) The environmental permit streamlining effort undertaken by
Cal/EPA should be supported consistent with these recommendations, and should fit with
similar efforts of other State permitting authorities and with overall interagency permit
streamlining coordinated through the Office of Permit Assistance. (e) Cal/EPA should
pursue market and incentive-based regulatory mechanisms, including markets in emissions
rights. (f) Through Cal/EPA and the Office of Permit Assistance, the State should assist local
governments with environmental information systems and technical assistance in meeting
requirements.

13. Agricultural Protection. There should be specific measures to safeguard the viability of
the agricultural industry in California, while providing for efficiency in the modicum of
conversion of agricultural to urban uses that necessarily will occur as the State continues to
grow. The goal of State policy in this regard should be to prevent conversion patterns which
unnecessarily compromise the entire agricultural industry. Basically, that means keeping
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development contiguous to existing urban areas, or building new areas of development
with a careful eye to the efficient delivery of services.

An earlier Council publication recommended specific measures including use of urban
spheres of influence to phase growth in prime agricultural areas, coupled with minimum
density requirements; and Williamson Act changes to focus on non-urban prime agricul-
tural land, update land classifications and capitalization formulae, careful review of com-
patible uses, and provision of standard contract terms with restricted cancellation, Guide-
lines should specify consideration and treatment of agriculture and the cumulative impact
of agricultural conversions in the Comprehensive Plans/Master EIRs of those counties with
significant agricultural industries. All such measures should be considered in the context of
an overall growth management program and approach to rural agricultural issues.

These measures do not necessarily prohibit non-contiguous development on prime agricul-
tural land. Instead, they array a range of financial and market disincentives and contractual
provisions, and planning guidelines to discourage it. This should not preclude consider-
ation of “new towns” if they are carefully planned to ensure efficient delivery of services
and prevent unreasonable congestion.

All these measures, with the exception of the disposition of State Williamson Act funds,
should be presented as guidelines, with local government to have the final say in land use
decisions. Finally, methods should be examined, such as transfer of development rights
programs, to ensure that rural landowners are not disproportionately injured by new
planning rules.

14. Implementation. The implementation measures described in this paper include condi-
tioning access to new and existing State infrastructure funding, the availability of local
financing vehicles, and water transfers, on meeting growth guidelines.

The Council would also like to see additional incentives. One possibility is reallocation of
the growth in the local share of sales tax, which would also address the fiscalization of land
use. Alternatives for reallocation of this growth increment would be (a) by population; (b)
by number of housing units built. Another incentive option, when the State’s fiscal health
recovers, would be to take excess funds which the State receives, but is unable to spend due
to the Gann Limit, and earmark those monies for infrastructure investment through distri-
bution to local governments who are in compliance with State growth management goals
and standards.

In general, the dismal fiscal realities of both State and local governments makes funding
these recommendations — i.e., implementing them — problematic. Even if it is within the
context of existing resources or re-ordered priorities, however, and even if it is done
sequentially, the Council strongly recommends beginning now. These are long-term ap-
proaches to California’s future, not a quick fix, and they should be treated accordingly.

ES-10  Executive Summary



STRATEGIC GROWTH: Taking Charge of the Future

oy

INTRODUCTION:
THE NEED FOR GROWTH LEADERSHIP RN

In the last decade of the twentieth century, California stands at an historic juncture. The
challenges of a rapidly changing society call for new approaches and new leadership.
Californians are not fated simply to accept what may come, but can shape their own future.

The history of California is one of rapid change and migration. From the days whenitwasa
remote outpost of empire, this thousand-mile stretch on the edge of the continent has
captured the imagination. Wave after wave of settlers and immigrants, from Yankee
Forty-Niners to Dust Bowl farmers, has crashed along this shore in search of a better life.

No less profound is the population growth and demo-

aphic change of more recent times. From ten million T
g:;.o%le in 195g0, the population of the State has tripled Californians are not fated to
in the space of barely two generations. Neverhasany ~ accept what may come, but
society seen growth asrapid and sustained, and more g shape their own future.”
recently as diverse. Indeed, it is a tribute to California
that it has absorbed the numbers it has in so relatively
short a period without greater disruption.
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There is no sign that this growth will stop. California is growing at the rate of a Pasadena or
a Santa Rosa every two months. Projections show over 36 million Californians by the year
2000, now just eight years away, and more beyond.

More factors are at work than the growth in mere numbers. Three demographic phenomena
have occurred simultaneously in the California of the late twentieth century: growth in
absolute numbers; changes in distribution and development patterns within the State as
growth heads inland; and demographic shifts of age, race, and productive capability within
the population. The numbers of both the very young and very old are increasing sharply, at
the same time that many of the most productive members of society, those in the 30-44 age
group, are leaving the State. These demographics must be a matter of grave concern to all
California policymakers.

At the same time, we are becoming a multi-ethnic society. The greater part of California’s
growth is now Hispanic and Asian, a marked shift from the past. These changing demo-
graphics carry both challenges and opportunities. On the one hand, it offers us the chance to
construct a multi-racial society that works. In the 21st century, arich and diverse culture can
be a competitive advantage. On the other hand, it poses risks of social polarization and
geographic segregation that will not go away if we ignore them. Both the risks and the
opportunities must be seized if this State is to prosper.

There is also rapid change in the economy, and increasing strain on traditional government
structures. Defense cutbacks and base closures have combined with recession and structural
change to severely impact the State’s economy. In a free-trading world, and under the
combined assault of broken workers compensation and civil justice systems, high taxes and
operating costs, and permitting and regulatory overkill, productive businesses and jobs are
going elsewhere. Traditional government structures of State bodies, cities, counties, special
districts, regional bodies, and joint powers authorities work increasingly less well and place

Introduction |



STRATEGIC GROWTH: Taking Charge of the Future

increasingly more cumulative burdens on businesses and citizens alike, and onlocal govern-
ment. Any approach to growth in California must focus, therefore, both on rebuilding our
economy and on streamlining government. It must also focus on preserving and improving
the quality of life in our state. Growth strategies should not be an academic exercise in
planning. They should focus on the question most likely to be relevant to most Californians:
how can we make California a place I and my family want to live.

The California of 1992 is thus radically different than anything we have faced in the past. It
is more crowded, more diverse, more troubled and yet potentially more promising. Its
economy and government structures are undergoing rapid transition and stress. Paradoxi-
cally, this is nothing new. This State has always defined change. The California of the 1950s
and 1960s is gone, just as surely as the California of
. , 1849 and the Gold Rush. We must view change as an
We must view change as.an opportunity, not a threat. The California of tomorrow
opportunity, not a threat. The will be different, but different will mean worse only if
we do nothing.

California of tomorrow will be Manw of th _ the bubl "

. . . any of the participants in the public growth man-
different, but different wil agement debate have urged measures to moderate
mean worse only if we do  this population growth. They make the point that

nothing.” rapid population growth is at the bE}se of all growth

management problems, and they reject an approach

A AR AL AR A L that seeks simply to accommodate that growth. And

objectively, the demographics of our population

clearly impact budgets, fiscal resources, our housing mix, and a host of other planning

determinants. The State can grow at a measured and orderly pace for a long time, butit does
not have an unlimited supply of money or resources.

However, population issues are also intensely divisive, and rightly or wrongly raise fears of
elitism and inappropriate government intrusion. Moreover, there are sharp legal and
practical limits on what State government can do to limit population. Funding for family
planning has been increased, but this area remains one fundamentally of personal choice.
Immigration law and policy are federal, not State (although the State should be compensated
for the impact of those policies, which has not been the case). Movement from other states is
protected by the U.S. Constitution, although steps should be taken to prevent California from
becoming a welfare “magnet.”

Direct population measures, even if they were effective and legal, are outside the scope of this
report and would detract from it. The Council does note, however, that California has long
benefited from the diversity and energy of its immigrants. Moreover, much of our present
growth is driven by social and economic factors largely beyond the control of State or even
national governments.

The Growth Management Council also does not subscribe to the view, expressed as opposi-
tion to “growth-inducing” improvements, that we must make life in California so miserable
that no one will want to come here. Such an attitude is an abdication both of the responsibili-
ties of leadership and of concern for the larger community. As long as California is a good
place to live, and continues to generate both personal and economic opportunities, people
will want to come here. Failure to deal with them will likely result in the same population
growth, only more poorly housed and ill-educated, and with a far lower quality of life for all.

2 Introduction



STRATEGIC GROWTH: Taking Charge of the Future

Our present governmental structures and our political leadership to date have yet to address
and deal with these challenges of growth. We have ignored reality, played beggar-thy-
neighbor politics, and generally hoped that growth problems would go away, or at least go
next door. However, no amount of wishful thinking will change the fact that as long as
California generates dreams and opportunities, people will come here and the State will

grow.

Fundamental to successful growth in California, therefore, is an understanding and an
acceptance that things will change. California has always been a dynamic and adaptive
society. Today as well, we should face forward to the future.

The structures and approaches of the past, accord-

ingly, must change as well. Issues are increasingly - “Growth should not be seen
outgrowing traditional government structures. Local mere]y as a series of
control and home rule are largely irrelevant to air
pollution and traffic spilling over city lines, or to the ~ Problems to be solved, but
impacts of housing and development decisions made 45 gn opportunity to lay the
in neighboring jurisdictions. Single-subject State and , ,

regional bodies are running into each other as they basis and build a framework
find that everything is connected to everything else.  for a new California.”

Just as the world has grown smaller, so too has the
State. It is time to overhaul government, and produce
leaner, streamlined, more efficient structures.

[ X R E X NN ENENRNENRH:ESNNXERN]

Growth should not be seen merely as a series of problems to be solved, but as an opportunity
to lay the basis and build a framework for a new California, one that recognizes both the
reality and the promise of change. Quality of life is not determined by mere numbers alone,
but how we deal with those numbers.

Growth has both costs and benefits. It is how we shape growth that will determine whether
its benefits are fully realized and its costs contained. The answer is neither uncontrolled
growth, nor no growth at all, but strategic growth in a way that maximizes its benefits and
minimizes its impacts. We can choose. Growth affords Californians the opportunity to plan
more intelligently for the future of our State.

This report thus takes a more expansive view of “growth management” than is traditional.
An effective growth management strategy must treat our problems comprehensively and
not simply as a matter of land use. This report views growth management as a broad
framework — economig, fiscal, social, and environmental — for guiding California’s future
development. Because this is a fundamentally different view than many others, this report
uses the more accurate term “strategic growth.” To view California’s growth-related needs
in any other context misses an enormous opportunity and, more important, runs the risk of
failing to address the real problems that confront this state. It would continue the piecemeal,
ad hoc approach that created or compounded many of those problems in the first place.

The quality of life in California has suffered not merely because of growth, but because we
have failed to deal with growth. Successful growth means acceptance by every community,
every company, every individual, that each has a part to play. It requires a commitment not
just to personal or corporate quality of life, but to community quality of life, and a community
that extends beyond immediate neighborhood or city and county lines. We must begin to
define home more broadly. It is all of California. It is all Californians.
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There are competing visions of our State’s future. One vision is a California sunk into torpor
and bowed down under the weight of its problems. Its environment is degraded, its
industries and much of its middle class have fled to other states, and its people are little more
than a collection of angry tribes that happen to inhabit the same piece of real estate. Thisis the
California we will get if we do nothing.

The other vision is a better California. It has made the hard choices, set its priorities, guided
its investments, and weathered the political storms. It is a California that cares about the
future, and has one. It is a California that works.

It is the California for which we must all strive,

The Growth Management Council recommends more than mere management; it calls for
growth leadership. It calls for strategic growth. The recommendations it lays out in this
report are intended to help set the framework and a blueprint to take this State confidently
into the future.
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The Growth Management Council was created by Governor Wilson’s second Executive
Order (number W-2-9], dated January 22, 1991; a copy is attached to this report) shortly after
he assumed office. The Council is composed of the Agency Secretaries and Department
Directors whose responsibilities — business, transportation, and housing, health and wel-
fare, finance, environmental protection, and resources — are critical to how the State will
manage growth.

THE WORK OF THE
GROWTH MANAGEMENT COUNCIL

The Governor charged the Coundil to formulate recommendations to him built upon ten
principles set forth in the Executive Order, and upon the Governor’s belief that some level of
growth is inevitable but that California can shape and not merely suffer that growth.

The Council began its study of growth in California, and analysis of both its challenges and
opportunities, almost immediately. While staff reviewed existing growth management
literature and current State planning efforts, Council members met together and separately
with dozens of interested groups and individuals, from business, labor, local government,
environmental, and other public and private organizations across the political and jurisdic-
tional spectrum. A partial list of some of these contacts is attached to this report. Meetings
were also held with legislators and their staffs to review, understand, and solicit their views
and understand current legislative proposals in the growth management area.

In addition, beginning in July of 1991, the Council held more than a dozen day-long public
hearings throughout the State. More than 500 witnesses appeared, including local govern-
ment, business, environmental groups, advocates for housing, agriculture, and other inter-
ests. Almost all shared common concerns. Many witnesses felt that the State, as its first order
of business, should coordinate its own planning and priorities, and provide local govern-
ment with clear guidelines and goals. Second, there was strong concern to maintain and build
the economic vitality of the State and to create additional employment. Other issues were
also prominent: maintenance of home rule and accountability from those who govern; a
desire to protect the environment; a desire to mitigate traffic congestion and to build a
transportation system that works; and a desire to make housing more affordable and to
achieve a better jobs-housing balance.

In addition to the hearings, the Office of Planning and Research, which served as staff o the
Council, distributed a survey on growth management issues to local government, and a
questionnaire to leaders and policy makers throughout California, including all members of
the Legislature. Over 450 of 2,500 questionnaires mailed were completed and returned. A
similar high response rate was received to the survey.

Analyses of both the hearings, and of the survey and questionnaire results, are among a series
of interim publications on growth management issues which have been released jointly by
the Council and OPR:

¢ Local and Regional Perspectives on Growth Management

s 1991 Local Government Growth Management Survey

o Other States’ Growth Management Experiences

* Models of Regional Government
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* Analysis of the 1990 Census in California

* Growth Management and Public Opinion

¢ Urban Growth Boundaries

* Planning and Growth Management

* Conflict Resolution Mechanisms in Growth Management

* Growth Management Legislative Proposals

* Growth Management and Environmental Quality

* The Regions of California :

* Statewide and Regional Transportation Planning/Congestion Management Plans
and Growth Management '

* Urban Growth Management Through Transportation Corridors and Transportation
Financing Districts

* Agricultural Conservation and Growth Management

» Statewide Plan Coordination in California
In addition, it is anticipated that there may be further reports on other related issues in the
near future, including the following:

* Growth Management and Air Quality

* Growth and Long-Range Water Policy

* California’s Future Economy

* California’s Rural Development

* Energy and Growth Management

* Land Use and Local Finance

* Housing: A Critical Component of Growth Management
As this process has progressed, several key findings emerged which guided the Council’s
deliberations, and which the Governor stressed in a speech in late 1991 to the California

Chapter of the American Planning Association, the first California Governor ever to address
that group:

First, the State must promote a strong economy as part of any growth program. Without
economic vitality, there will be no growth to manage, nor will there be revenues to protect
our resources and provide the services necessary to sustain a high quality of life. Concern for
economic growth does not require sacrificing our environmental values, but to the contrary
implies strengthening environmental protection as a key part of a high quality, sustainable
economy.

Second, all levels of government should focus on streamlining and coordinating the
substantial regional authorities that already exist, rather than creating new layers of
general government. We need better government, not more government.

Third, at the State level, a growth program should serve as a vehicle for integrated State
planning generally. OPR’s inventory and analysis found over 40 existing State plans of one
sort or another, few of which are coordinated with each other.
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Fourth, meeting growth guidelines requires maximum local flexibility. Most land use
decisions should be decided at the local level, but some issues and responsibilities cross
political boundaries and afford an opportunity for regional cooperation. Others are most
appropriately State issues. Part of any growth program is to decide which level of govern-
ment — or whether any level of government — does which task best. Land use decisions are
traditionally local, and should remain so to the extent possible, but realistically some check
on unfettered local discretion is both necessary and reasonable in some areas. However, the
State must not micromanage, and it should be suffi-

ciently specific in setting any Statewide standards

so that compliance can be fairly determined based ~ "Without economic vitality,

on res.ults.. The State s}}ould also §eek to rfeward, not  hare will be no growth to
penalize, in encouraging compliance with growth '
guidelines. mGnGge, ner Wf” there be

Fifth, a growth program must produce a simpli-  fEVENUES L0 protect our
fied and expedited development review and per-  resources and provide the
mitting process that will provide both certainty, . .
and real and fair environmental protection. Our ~ SErVICES NECessary to sustain a
growth process must separate out environmental  high quality of life.”

protection from local opposition to development;
while often overlapping, the two are not always the
same issue.
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Finally, but certainly not leastin this time of tight budgets and fiscal constraints, thereislittle
alternative but to develop a growth plan largely within the context of existing funding. The
one exception is infrastructure funding, which the Council has recommended be signifi-
cantly increased or expanded through a redirection of State spending priorities. The question
of where this increased funding comes from, or from whom it is redirected, must be decided.

The economic and fiscal woes of the State saw all growth management proposals take a back
seat in 1992, The original deadline for the Council’s report came and went; other, more
immediately urgent matters such as the State budget crisis and the economic downturn
demanded attention. However, with the passage of time, the potential role of a growth
program in spurring economic activity as well as protecting the quality of life has become
more clear. Even during this most recent year of economic downturn, California’s popula-
tion continues to grow, by nearly 700,000. If we are to build a solid future for all Californians,
we must use growth as a strategic tool to promote sustainable prosperity and careful
development that maintains California’s quality of life. Indeed, the Governor’s original
executive order notes the positive role that growth management can play in contributing to
a sound economy and maintaining a favorable business climate. Other studies have sug-
gested that better planning, far from discouraging economic development, may supportitby
encouraging businesses attracted by the quality of life, and by providing a stable and certain
regulatory environment that attracts long-term, capital-intensive investments.

Throughout its work, the Growth Management Council was fully cognizant that those who
have taken earlier initiatives must be partners in formulating a strategic growth plan. In the
same way, these issues will last beyond this Legislature and this Administration, for
planning for the future is a continuously moving target. What is most important is that we
build a sound framework now for future generations of Californians.

The Work of the Growth Management Coundl 7
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THE PARAMETERS OF A
STRATEGIC GROWTH PROGRAM

The Need

California needs a strategic growth program that strikes a balance, and recognizes and makes
trade-offs, between the many diverse and sometimes competing considerations that drive
public policy. It is State government’s job to set both structures and policies that will allow
that to happen. At a minimum, the Growth Management Council believes that these should
include:

Building on the themes established in the Wilson Administration: preventive govern-
ment aimed at stopping problems before they happen; realignment of government
functions fo the appropriate level for the people served, and then ensuring that adequate
revenues exist so that services can be delivered at thatlevel for both maximum efficiency
and accountability; improvement of the business climate through improved education,
efficientinfrastructure, regulatory streamlining and reform; and heightened stewardship
of California’s resources and environment.

Using growth as a strategic tool to revitalize the State’s economy and create jobs.
California continues to grow. We should direct and shape that growth to maximize its
contribution to the economy and workforce, provide for efficient delivery of services, and
minimize costly impacts on resources and the environment.

Streamlining government. The proliferation of single-subject regional agencies and
overlapping authorities is not working well. We have created too much government that
is often at odds with itself, and that creates a bureaucraticnightmare for citizens trying to
find accountability, businesses trying to comply with regulation, and local governments
trying to get clear direction on State policy. Strategic growth must include less, more
efficient government.

Fiscal prudence and efficient government. Like anyone else, State government operates
within fiscal restraints. We must provide expectations that are reasonable. There is not
enough money to do everything we want. Spending priorities should be set on an overall,
integrated basis.

High in those priorities should be new funding for infrastructure as a necessary, long-
term investmentin the economic health of our State and in the tax base that pays for
other services. Ways must be found to leverage State investments, allocate limited
funds, and plan for long-term capital facilities in a coherent and ordered manner. Existing
infrastructure must be fully utilized where it is economic to do so.

Equally high in priorities should be education, which should be viewed as human
infrastructure. In a free-trading world, when anyone can buy raw materials, when
transportation costs are low, and when labor and capital flow across state and national
lines, more than any single factor it is a skilled and educated work force that will add
value and make an economy competitive.

A reorientation to productivity, competition, individual responsibility, and account-
ability to California’s taxpayers, including business and the middle class. We need to
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structure our policies, including tax policies, to harness incentives and market forces
where possible to achieve environmental goals and more beneficial land use patterns,and
to show tax-paying Californians that they are getting something for their tax dollars.

* Integration and coordination of the State’s own plans and policies. The State must put
its own house in order before it tells others what to do. It must be consistent in its
planning, and must provide clear and consistent goals and guidelines to local govern-
ment. The Governor should provide strong policy leadership.

* A redefinition of the relationships between State and local governments. Too many
of the problems of growth have outstripped the ability of local governments to address
them. There is no across-the-board slogan that will work, whether “regional govern-

ment” or “homerule.” Indeed, inmany instances, growth
“Any growth strategy must ~ management will empower local governments to deal

. P with problems that have now outstripped their reach.

focus on making California There is no “home rule” now over things such as air

more competitive with  pollution and traffic congestion. Insteadf, growth man-

: agement requires careful consideration of which level of

other St0t8§ not only in the g%wernmen(fi-l does what, best. Local governments must
ease of doing business, but  be partners with the State, and with each other.

also in the qudlity of life  « Greater sensitivity to California’s growing diversity,

and the quality of the ~ and the corresponding danger of an emerging two-tiered

. »  society. Growth management has the danger within it of

ENVIIONMENL."  pecoming a struggle between the haves and have-nots,

sesesvccsveccsreseees the white and the non-white, those long here and those

more recently arrived. If this happens, we will fail both

morally and substantively. We must recognize and consider the socioeconomic impacts

of any growth policies. Any vision of the California of the future must address its
changing demographics and the quality of life for all.

* We must strive for both a strong economy and a clean environment. The Coundil
believes these goals belong together; they are not mutually exclusive. The success of any
growth strategy will be determined by its ability to meet economic and environmental
objectives without sacrificing either.

California’s environment is an issue of enormous economic importance. Businesses are
leaving this state (or not expanding or moving here) not only because of a maze of regulations
and the lack of affordable housing, but also because of traffic strangulation, poor air quality,
and a host of other environmental problems. Continued environmental vigilance is, in fact,
a long-term economic imperative. Many key industries, for example, such as high-tech,
financial services, and tourism, are critically dependent upon a clean environment and high
quality of life for employees and visitors alike. Resource-based primary industries such as
agriculture and timber are equally dependent on conservation.

Any growth strategy must focus on making California more competitive with other states
not only in the ease of doing business, but also in the quality of life and the quality of the
environment. Improving the quality of life must ultimately be the goal of any government.
But in addition, it is in quality of life that California should compete.

We start with tremendous advantages in national and global markets, core strengths that
remain unshaken by the current economic downturn: physical beauty and recreation, good
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weather, a vast internal market, a skilled workforce and technology base, location on the
Pacific Rim, a diverse economy and culture, and substantial resources. We must build on
these with a healthy environment, a stable and secure water supply, transportation mobility
and affordable housing, and resource protection. Above all, we need both State and local
governments, and the public and private sectors, to be visibly committed to making
California a better place to live and do business. We must change the perception that
California is hostile to business, has a deteriorating environment, or is unable to deal with its
growth. It is none of those things.

Without a strong economy and job growth, the quality of life in California will suffer; we will
not have the resources to pay for all the other things we want. It is no accident that the places
in the world where the environment is the worst, are also those where the economy is the
worst. Without adequate and efficient environmental

and resource protection, businesses will not want to . ,
locate here. We must focus on making California’s The failure of growth in
economy more competitive and flexible; and on mak-  California today is the young
ing environmental protection more cost-effective and worker with @ famﬂy who

real.

* We need a new commitment to effective hous- must drive two hours to
ing, transportation, and land use patterns. The ~ WOrK in order to find
failure of growth in California today is the young ing”
worker with a family who must drive (slowly) two affordable housing
hours to work in order to find affordable housing, in
the process adding to congestion, air pollution, and
loss of open space. No employer is likely to be willing to put up for long with a workforce
so frustrated and drained, and no economy can tolerate the loss of productivity nor
society the family disruption. Eventually that employee will leave work one day and
continue driving into the next state.
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If the State is to preserve its economy, protect open space and the environment, and make a
better life for its citizens, it must make the housing market work better to respond to housing
needs, rewarding localities which remove regulatory barriers. Among other things, fiscal
reform must moderate the competition between jurisdictions for tax revenue, a competition
that can harm housing and distort land use patterns through land use decisions that focus on
maximizing tax revenue rather than sound planning.

The issue of housing is the most politically contentious in the growth management puzzle,
but it is also the piece without which no others will fit. Higher densities, market-driven,
inevitably must be some part of this piece. California cannot support a population growing
past thirty million people based on existing housing and transportation patterns without
unacceptable economic, social, and environmental costs. If the State wishes to preserve
mobility, open space and a viable agricultural industry, clean air and environmental quality,
and an economy that works, it cannot continue to support traditional, low-density land use
patterns based on large, single family detached dwellings, nor a transportation system based
overwhelmingly on single-occupancy vehicle usage. It must promote alternatives.

This is a conclusion that follows from simple arithmetic. Such housing and transportation
patterns use too much land, are too spread out, require too much infrastructure, create too
great traffic congestion, have adverse air impacts and other environmental costs, and simply
cost too much. The State cannot afford it, as a financial matter. Most people could not afford
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it, either, if they bore the full costs of these housing and transportation patterns. What may
have been possible with ten or even twenty million people is simply not sustainable for a
population of twice that much in the same space.

These existing land use and transportation patterns, however, are the products of strong
consumer preference and localized decisions. The response must be (1) that the State act, first,
to assert the Statewide interest where one legitimately exists, and, second, to provide
mechanisms to temper local decisions when the consequences fall on those outside the city
or county boundaries; (2) to fully cost those consumer preferences, so that individuals still
have choice, but not at others’ expense. In both cases, this is a matter of assigning responsi-
bility for decision-making. It is also a matter of potentially considerable political and
technical difficulty.

Outlines of Approach

In summary, the Council’s recommended approach is to use existing institutional structures
(cities and counties, COGs) as much as possible; to focus on integrating and rationalizing the
regional authorities that already exist rather than creating a new regional government of
general powers; to make the overall program as self-executing and as certain as possible; and
to minimize the overt intrusion of the State and regional bodies into local affairs. At the same
time, these recommendations would put the State’s own planning and policy house into
order, and provide clear guidelines and policies for local governments.

With these considerations in mind, the Growth Management Coundil’s recommendations
would do the following:

* Effectively re-create the general plan process at the State level. There should be an
Integrated State Plan coordinating various existing and new plans, including housing,
transportation, resource and environmental protection, energy, water, capital improve-
ments. This does not mean central planning; to paraphrase Margaret Thatcher, we have
not rolled back the frontiers of the state in Moscow only to see them reimposed in
Sacramento. What it does mean is streamlining and integrating in one place the disparate
and substantially uncoordinated planning that already takes place at the State level.

* Rely in large part on guidelines and incentives. Whether and how regions and localities
meet those guidelines, which should be cast largely as flexible performance standards,
should be up to them. This allows for more local decision-making, flexibility, buy-in and
implementation, and regional differences and preferences than if the State were to
impose solutions or a single model from Sacramento. Local residents ultimately are best
placed to make local land use decisions. The State should help if those decisions further
State goals. _

* Overhaul local general plan law and the California Environmental Quality Act (CEQA)
to provide for greater certainty both of protection and development, and greater integra-
tion of environmental assessment with overall planning. Each jurisdiction should pre-
pare a Local Comprehensive Plan/Master Environmental Impact Report (EIR). Basic
land use decisions and environmental assessment should be moved toward the plan/
cumulative impacts level, and away from fragmented and isolated project-by-project
review.

* Redefine and improve new Councils of Governments (COGs), giving them additional
authority to plan and coordinate existing regional activities, with some limited consolida-
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tion of existing regional bodies. However, there should be no new regional government
with taxing, general land use, or substantial operational powers. In addition, the trade-off
for strengthening COGs must be re-examining their procedures, structures, and bound-
aries to ensure balance and responsiveness, particularly in multi-county areas. New
COGs would continue to be “bottoms up” organizations, but should now also answer to
the State in specific areas.

Condition or prioritize State infrastructure funding, future use of local financing vehicles
such as Mello-Roos districts and developer fees, and water transfers on meeting State
growth guidelines, as set forth in this report.

Provide specific initiatives in different key areas:

Support State, local, and regional infrastructure in accordance with voluntary State
growth guidelines through a strengthened California Housing and Finance Authority
(CHFA), renamed the California Infrastructure Financing Authority (CIFA) and
acting as a State infrastructure bank with significant bonded capital.

Unify State transportation planning, and strengthen the congestion management
planning process at the regional level.

Simplify the land use permitting process, ultimately toward a single-issue permit or
consolidated permit process focussed at the local level through provision of inte-
grated State permitting criteria and technical assistance to traditional local permitting
authorities — cities and counties. Alternatively, a consolidated State permit process
can coordinate closely with and funnel into a comprehensive local permit process to
achieve the same end. Other alternatives should also be explored to reduce regulatory
and permitting burdens and redundancies.

Strengthen accountability of local air districts, and integrate indirect source consider-
ations into the Integrated State Planning process.

Address fiscal zoning and affordable housing through review of harmful zoning
practices and other regulatory barriers to affordable housing, and by streamlining and
strengthening State housing laws. Various fiscal measures are also considered, such
as reallocation of the growth in local share of sales tax.

Provide for inventory and classification of high resource-value lands of Statewide
significance and added protection for prime agricultural lands.

Collectively, these measures are directed toward forging a substantially more cooperative
and integrated structure between all levels of government, and to provide a more efficient
and directed focus on growth and development issues.

The Question of Regional Government

This approach is more sensitive to local government, and less expansive toward regional
government, than various growth management proposals that have been made. It recognizes
a stronger State role and weaker regional role than these proposals.

The Council does not agree with the proposals that call for creation of a new layer of regional
government in California of general powers. This is unlikely to be a solution that works, for
a number of reasons.
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First, California already has enough government. What we need is better coordinated and
more efficient government with what we have. We should not create new bodies for the sake
of change, without regard to whether they will result in real improvements.

Second, California already has significant regional government. Local and regional air
districts have jurisdiction over regional air quality. Regional water quality control boards
treat water quality. Regional Transportation Planning Agencies and Metropolitan Planning
Organizations deal with transportation planning. Councils of Governments (some of whom
are also RTPAs and MPOs) serve as regional planning bodies. Counties themselves, and
county-level agencies, perform many regional and subregional functions, including solid
waste and low-level hazardous waste planning, congestion management planning, mental
and public health programs, mass transit, and air quality if the Board of Supervisors sits as
the local air district. '

California‘s growth management process should find ways to help these existing regional
bodies work together better, to integrate their planning and their decisions, and to rational-
ize their efforts. Some modest degree of consolidation may be in order, and the Council’s
recommendations reflect this.

Third, creation of powerful regional governments of general powers would substantially
diminish local control. California has a strong tradition of home rule that, while not an
absolute, should not be eroded unnecessarily. A genuine regional government would also
raise serious issues of accountability unless it were directly elected. Yet the last thing
California needs is more politics. A better approach is to find ways and mechanisms to help
local governments work together, to enhance their ability to address those regional issues
now largely outside their control.

Fourth, creation of powerful regional governments necessarily would diminish the role of
the State and create de facto, if not de Jure, substates in different areas of California. No
responsible State government can stand by and see this happen, much less promote it. Each
region of the State should be able to determine its own destiny, but within State standards
that recognize we are all part of a larger California community, north and south, coastal and
inland, rural and urban.

In sum, a new approach to growth need not be the same as regional government. The
Council’s recommendations focus on the former.

Implementation

The comprehensive analysis presented by the Growth Management Council envisions a
restructuring of the decision-making processes in California to strive for livability and
prosperity for all Californians in the 21st century. Both the issues and the recommendations
identified in this report are long-term. It is not anticipated that they will all be implemented
immediately, nor that if they were, they would show immediate results.

The fiscal situation in California today requires that hard choices be made between planning
for tomorrow and meeting the real needs of today. The Council recognizes the merit of both.
The State has an obligation to devote some resources to investing in the future, which of
necessity means redirecting some of those resources away from present needs. The State also
must provide a clear plan itself before requiring local governments or others to make
changes. Most likely a comprehensive growth program must be phased in over a number of
years as new opportunities and resources become available.
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Conventional growth management includes balancing conservation and development, ef-
fective management of resources, and integrated planning. These basic premises remain
essential foundations of the Growth Management Council’s recommendations. In addition,
however, the Council has focussed on additional aims that are particularly relevant in
California today: (1) rebuilding California and promoeting economic growth, through new
focus on infrastructure and an improved development and permitting process; and (2)
streamlining government, through rationalizing existing regional structures, and reforming
State and local planning processes. Obviously these two goals are mutually supportive.

RECOMMENDATIONS

INFRASTRUCTURE

The Growth Management Counci! uniformly believes the State must direct more of its
attention and investment to infrastructure. Infrastructure is the key to a strong economy,
environment, and quality of life. A strong economy generates jobs and taxes, to pay for all the
other things society wants. Substantial new infrastructure funding is needed as a long-term
investment in the State. However, infrastructure should be funded from existing resources
and bonded indebtedness, rather than from additional taxes, as further taxes will slow rather
than stimulate the economy. Substantial additional State bonds will also adversely impact
California’s borrowing costs and rating, so that new borrowing should be carefully evalu-
ated for cost-benefit. All of this implies that infrastructure should be funded, at least for the
near term, in part through a re-ordering of present State priorities and redirection of existing
resources.

The Growth Management Council’s recommendations in the infrastructure area consist of
these elements:

() Constitutional amendments;

(2) State assistance for local and regional infrastructure, including expansion of CHFA to
act as a State infrastructure bank;

(3) State budget redirection and capital facilities planning;
(4) School construction legislation; and
(5) Infrastructure review consistent with growth guidelines.

I. ACA 6. The Council urges continued support for ACA 6 (O’Connell) on the ballot,
providing for reduction to a simple majority of the local electorate of the vote required for
general obligation bonds for school facilities. In addition, reduction of the two-thirds
majority for bonds for other facilities that might be thought essentially local, such as jails,
parks, and open space, should be examined.

2. State Assistance for Local and Regional infrastructure. State support for local and
regional infrastructure is a necessary and strong signal of State policy to plan and build for
the future. Although the State cannot generally be a banker to local government, it can act to
reward jurisdictions that meet State growth guidelines (see below), and help support the
market for local debt. The Council proposes empowering the existing California Housing
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Finance Authority (CHFA), renamed simply the California Infrastructure Finance Authority
(CIFA), to act effectively as a State infrastructure bank, supported by State bonds, to provide
50-50 matching grants to local government for infrastructure improvements that are consis-
tent with growth guidelines. Among other things, the CIFA should also publicize availability
of pledging local share of Vehicle License Fees and offer other tools (pooling, interest rate
buy-downs) as ways to lower local borrowing costs. An interagency working group has
outlined a detailed proposal and alternative funding sources, which is attached to this report
as an appendix.

“ ) 3. Capital Improvements Plan/State Infrastructure.
Infrastructure is the key to The Department of Finance and OPR should develop
a strong economy, an integrated, long-range capital improvements plan
. . for State infrastructure, such as State highways, water
enwrc?nment and quality of facilities, rail, and so on. An interagency processshould
life. A strong economy result in recommendations to set priorities for infra-
; structure investments. To the extent possible, priorities
generates jobs and taxes, should be based on categories rather than specific
to pay for all the other projects, in order to retain flexibility, and should be
things society wants.” consistent with and part of the Integrated State Plan
(see below). The plan should identify possible funding

sources.

There should be some ultimate redirection of budget priorities toward infrastructure, for
three reasons: (a) the State will literally start falling apart under the weight of growth unless
we begin seriously attending to infrastructure needs; (b) there needs to be a visible signal to
both business and individual taxpayers of a new direction and priorities being established in
California government; {c) construction provides jobs.

S0 ESBALSEPIBOBTIOERDS

4. School Construction. School facilities in particular present an imposing need because of
the large numbers of children who are already born and who will be entering the system
during this decade. The Growth Management Council supports the following measures
suggested by the Office of Child Development and Education: a State “safety net” program
to provide portables to local school districts as last resort; school financing should otherwise
- be predominantly local by majority vote (ACA 6; see above); streamlining the school
construction application and plan check process; greater flexibility in meeting Building
Codes. Some means also need to be found for financing permanent school facilities, beyond
a “safety net,” for those districts that simply lack local bonding capacity notwithstanding
local support. The possibility of bonds for this purpose should be evaluated by the Depart-
ment of Finance in the context of total acceptable State bonding capacity and other infrastruc-
ture needs. School districts and facilities needs should be part of the comprehensive plan
process, and meet growth guidelines for any State financing. Measures should be developed
to integrate school construction financing with local infrastructure generally.

5. Infrastructure Review. All State infrastructure funds or capital projects and mechanisms,
whether direct funds or loans, should be used in accord with voluntary State growth
guidelines, discussed below. In addition, local and government entities should be permitted
to utilize specific State-sanctioned infrastructure financing vehicles, such as developer fees,
Mello-Roos districts, and Lighting and Landscaping Act districts (although not simple
majority local-purpose bonds for schools proposed under ACA 6), only if their Local
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Comprehensive Plans have first been certified as materially consistent with those guidelines.
Finally, any additional water transfers should be similarly conditioned.

State infrastructure investments should be used to support cost-efficient growth and devel-
opment where it makes the most sense. Strategic growth should direct and encourage growth
in areas where it is environmentally and economically desirable. Preferred development
areas could be designed in areas served by new State-funded infrastructure. For instance,
when the State makes an investment in a new transit line, the local government(s) served
should be required to designate sufficient and appropriate land for development to support
and be served by the infrastructure (e.g., high density housing or high density commercial
development adjacent to the transit terminal). Caltrans, in consultation with the California
Transportation Commission, is working on such a demonstration project.

As another example, State infrastructure investments can be tied to reductions in developer
fees thatadd to the cost of housing. If State assistance is being given for new roads, sewer and
water systems, or schools, the local jurisdiction should be limited in the level of fees it can
place on the residential development served by that infrastructure.

The Council would alsolike to see additional incentives for strategic growth. One possibility
is reallocation of the growth in the local share of sales tax, which would also address the
fiscalization of land use. This is further discussed below in the “housing” section.

BUSINESS CLIMATE

Strategic growth must have as a key focus the enhancement of the business climate in
California, to create jobs and sustained economic prosperity, and to pay for environmental
and resource protection as well as necessary social services. To complement a strong growth
commitment to environmental protection and conservation, the Governor’s growth initia-
tive should achieve two particular economic growth objectives:

¢ Reduce regulatory constraints on the market and avoid the imposition of new regulations
on development projects; avoid the creation of new regulatory bodies and additicnal
layers of government at the regional level. Overall, a growth program should resultin less
government and less regulation.

* Create incentives for local government to pursue plans and actions which support
housing development and economic growth consistent with State environmental goals.
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Many of the recommendations elsewhere in this report will materially improve the business
climate in California: moderation of the jobs-housing imbalance through encouragement of
additional housing; rationalization of the planning and permitting processes and corre-
spondingly greater certainty both of environmental protection and development; and State
support for infrastructure.

The recommendationsin this report should be seen as complementary to those of the Council
on Competitiveness, and the Assembly Democrats Economic Prosperity Team (ADEPT)
report. The Growth Management Council is pleased to have worked with the Competitive-
ness Council and played a key role in critical areas of its report, particularly regarding the
land use process and permit streamlining. '

In addition, the Growth Management Council makes two other specific proposals in this
area, as follows:

1. Economic and Employment Development Plan. There should be development by the
new Trade and Commerce Agency, the Employment Development Department, and other
interested departments, of economic and employment development components to the
Integrated State Plan. These are intended not as “industrial policy,” but as strategic measures
generally to enhance California’s business climate and employment opportunities.

2. Rural Development. Coordination efforts should continue between the Office of Planning
and Research, the Resources Agency, and the new Trade and Commerce Agency, and
drawing on available federal assistance, to direct and promote growth to depressed, re-
source-dependent areas of the State that want and welcome it. It is important to any growth
strategy that it not be restricted to urban areas or have solely an urban flavor. The issue in
many areas of the State is not too much growth, but too little. Strategic growth should assist
rural areas of the State who want balanced economic development to achieve it.

PLANNING

Central to the Growth Management Council’s recommendations is a revision of planning
law and processes to provide for a more integrated and coordinated approach to issues
which have now escaped local political and subject matter boundaries and which no longer
can be addressed in isolation. The elements are:

(1) State planning legislation, recreating at the State level the general plan process,
through an Integrated State Plan coordinating and assembling in one place relevant
State plans and regulations, and requiring consistency fromlocal governments and State
agencies.

(2) Local and regional planning legislation overhauling the general plan process at the
local level, carefully redefining new Councils of Government (COGs) as regional
planning agencies, and strengthening the State role of the Office of Planning and
Research (OPR) in providing local planning assistance.

(3) CEQA legislation revising the California Environmental Quality Act to raise and
improve review to the plan level, integrating environmental assessment with overall
planning; assess camulative impacts; create greater certainty for both development and
environmental protection; and reduce unnecessary duplication, delay, and expense.

(4) Permitting legislation either leading towards an integrated Single-Issue Permit and
consolidation of permitting administration at the local level; or alternatively, establish-
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ing a consolidated State permit process to coordinate closely with a comprehensive local
permit process. Other regulatory streamlining alternatives also should be explored,
including State delegation agreements to local governments with sufficient staff re-
sources, use of compliance plans in lieu of individual environmental permits, and
designation of lead permit agencies to reduce overlap and duplication.

(5) Minor amendments to redevelopment legislation, curtailing fiscal abuse of redevelop-
ment agencies.

I. Integration and Coordination of State Planning. A growth strategy should be a vehicle
for comprehensive State planning generally. The Office of Planning and Research should
coordinate, at five-year planning intervals, an Integrated State Plan. Essentially, the Inte-
grated State Plan would be a General Plan for the State. It would have specific elements like
existing general plan law — for example, a State Housing Plan, Resource Protection and
Conservation Plan, unified Transportation Plan, all described elsewhere in these recommen-
dations -—— integrated and woven together.

Rather than create new central planning, the Plan should integrate existing State standards
including clean air; water quality; congestion management; “fair share” housing; solid and
hazardous waste; local planning requirements; environmental review; and water conserva-
tion. Any statutory inconsistencies in these areas should be identified and brought to the
Legislature.

In addition, the Plan should establish clear, voluntary Statewide growth guidelines, cast
where appropriate as performance standards. These guidelines should be directed toward
more sensible land use patterns, including orderly growth, provision of housing, environ-
mental protection and resource conservation, cost-effective provision and use of necessary
infrastructure, and closer integration of transportation, housing, air quality, and energy.
They should include: '

* resource identification conservation

* removing barriers to housing

local permit streamlining

¢ consultation with neighbors

* infill/densification

e efficient infrastructure (funding and capacity)

* jobs/housing balance
* transit/housing integration

Guidelines should be directed to the plan as a whole, and should notlead tonew burdensome
and costly project-specific regulations. For example, “jobs/housing” guidelines should
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encourage local designation of sufficient sites for residential development to support antici-
pated employment growth, rather than project-specific local ordinances to require office
developers to build or pay for new housing.

The Council rejected the idea of arbitrary urban limit lines, or urban growth boundaries, for
the reasons set forth in an earlier Council interim publication. Arbitrary urban limit lines will
decrease the available supply of land for development and tend to drive up housing costs.
Rather, local comprehensive plan guidelines should encourage development contiguous to
existing urban areas through full utilization of infrastructure, and the State Resources Plan
should identify environmentally sensitive lands. Limit lines should be permissive, if twinned
with densification standards inside the boundaries in order to assure growth is not merely
shunted to neighboring jurisdictions. The one exception may be prime agricultural areas,
which are treated below. ' :

Local governments should decide land use questions, but the State should use consistency
with these guidelines to determine which local governments it will assist in meeting growth
demands. The State is entitled to direct its limited means to where it thinks they will do the
most good or be effective. :

Ultimately a local government or State office should be able to refer to the Integrated State
Plan and find or have identified all State material applicable to planning and land use.

In the lead-up to the Integrated State Plan, OPR should undertake a program of trend
projection and analysis of alternative growth scenarios {e.g., reduced growth, redirected
growth, unmanaged growth), and assessment of the implementation measures necessary to
achieve each alternative. For example, what will occur if current trends continue unabated?
Millions more people are expected in California; where will growth occur? Wherever it goes,
what requirements should be imposed to mitigate its impacts? This process of evaluating
alternative scenarios should enhance any growth management plan, because it indicates the
plan will not necessarily be based on predisposition toward any one approach. It allows
computer evaluation {especially through geographical information systems, or GIS) of
different scenarios from a number of perspectives — fiscal, economic, environmental — and
permits the likely effects of different policies to be seen and appreciated.

Compliance with stated performance standards should be a condition or a competitive
criterion for receiving future State infrastructure funding or loans, future use of certain
financing vehicles such as Mello-Roos districts or developer fees, or additional water
transfers. The discussion and proposals under the “Infrastructure” section, above, build on
this notion.

In the same way as Finance undertakes a fiscal review of all plans and policies to insure
consistency and integration, all State agency plans or policies that bear directly on the
Integrated State Plan should go through a consistency review by OPR. Policies and planning
should no longer be undertaken in a single-subject vacuum.

Development of statewide growth management and land use policies, and integration and
consistency of planning by OPR are already authorized by, inter alia, Government Code
Sections 65032, 65035, 65036, and 65040, The establishment of Statewide growth guidelines is
already authorized by, inter alia, Government Code Sections 65030.1, 65031, and 65040(a).

With the possible exception of OPR, whose additional responsibilities under this recommen-
dation obviously would be substantial, this coordinated State planning effort should be
undertaken by State agencies and departments within the constraints of current funding,
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through redirection of current spending if necessary. Presumably, however, much of this
planning at the Department and Agency level is already being done.

2, Local Comprehensive Plan. The general plan should be reinforced and strengthened as
the central tool for planning, and renamed the Local Comprehensive Plan. OPR should issue
new general plan guidelines, renamed Comprehensive Plan guidelines, that would continue
to have the force of law. Guidelines are already authorized under, inter alia, Government
Code Section 65040.2.

Like the Integrated State Plan, the local plan guidelines 5 ; : .
should incor%rorate and integrate all State policies and Nothmg wil _ConmbUt?
statutes relevant to local planning, including housing, =~ More o improvement in
air, solid waste, CMP, agricultural conservation, his- the plannfng and

toric preservation, open space and parks, water quality, '

and infrastructure. Each Local Comprehensive Plan development process than
should also include a long-term capital facilities (infra- the element of certainty."
structure) plan, including schools, and addressing fi-
nancing as well. It should specify methods of coordinat-
ing planning with the jurisdiction’s neighbors, and pro-
vide for notification {0 neighboring jurisdictions of the local comprehensive plan process,
building on Government Code Section 65306. All facilities and bodies, including State
facilities, school districts, and other special districts, should be considered in each jurisdiction’s
Comprehensive Plan. Special Districts should also be required to draw up plans.

The housing component of the local plan guidelines should be streamlined and improved
over present housing element law. Housing issues and the housing element should be
integrated into the overall local planning process. Local plan guidelines should include
specific performance standards to guide local governments to adopt land use plans which
accommodate and encourage needed housing growth. The local plan guidelines should
incorporate the existing regional “fair share” housing needs allocation system and improve
upon it by focusing on land use patterns and housing density goals rather than the current,
vague income categories. This will require statutory changes in housing law. Housing
should no longer be treated as a separate planning process, but any changes in the process
should result in better implementation, accountability, and performance.

The Local Comprehensive Plan would be required to provide a much greater degree of
certainty than now for both resource protection and development. The Plan would be
required to specify where development will be permitted, on what terms, and according to
what criteria. There should be a rebuttable presumption that each jurisdiction must provide
sufficient development capacity to accommodate an anticipated “fair share” of projected
growth {such a presumption could be rebutted, for example, by a showing that a particular
jurisdiction had a disproportionately large area of resource-protected areas such as prime
wetlands within its boundaries).

To the extent consistent with CEQA reform (see below), project-specific review should be
directed to whether a proposed development meets the stated criteria. As a result, Local
Comprehensive Plans would more closely resemble specific plans today, requiring a much
higher degree of preparation but offset by lessened project-by-project review. The higher “up
front” costs of such planning could be financed through revenue anticipation of project-
specific application fees. Conditional use permits and development agreements, which
contribute to a fragmented, ad hoc planning regime, should be discouraged except within
narrowly prescribed guidelines, and vested rights should be better defined.
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The basic thrust of this approach is to provide greater certainty for everyone — greater
certainty of protection for environmentally sensitive areas, and greater certainty for builders.
Nothing will contribute more to improvement in the planning and development process
than the element of certainty. It is difficult to overstate the enormity of the cost of the level of
uncertainty that currently prevails.

This approach has also been made in other states; there, the greater certainty for development
has withered under the fire of local opposition, and growth management, accordingly, has
become simply another tool to block development. To avoid this, all the related provisionsin
these recommendations (CEQA reform, permit consolida-
tion, resource classification, planning reform) should be tied
together as a package, with sirong statements of legislative
intent. :

The Local Comprehensive Plan should be prepared or up-
dated every five years, unlike current law which requires
only that a general plan be “current” (and which is widely
ignored). Amendments should be allowed only once a year,
instead of four times a year as now permitted.

Eachjurisdiction’s Local Comprehensive Plan should be cop-
ied to the local Council of Government and to OPR, who
should maintain regional and central files, respectively, with
copies of all local plans. In order to qualify for State infra-
structure funding, financing mechanisms, and water transfers, a certification method must
be devised to determine whether a local jurisdiction’s comprehensive plan meets both local
plan and growth guidelines. Alternatives would be self-certification with State or regional
audits; certification by the local COG or a county-level subdivision in multi-county areas; or
by the State. Direct State review, although currently the practice with respect to local housing
elements, is unlikely to be acceptable regarding local planning generally. Challenges to the
adequacy of a plan should be by administrative procedure to the local COG and then OPR,
initiated by a jurisdiction within the same COG, by any interested State department or
agency, or by qualified third party under traditional common law standing. Subsequent
court review after administrative remedies are exhausted should be subject to an abuse of
discretion standard. The Council also recommends that land use disputes generally in the
local planning process, including disputes under CEQA, be first subject to formal mediation,
and then submitted to the same administrative and judicial review processes if necessary.

Jurisdictions whose Local Comprehensive Plans are not certified as consistent would be
ineligible or lose priority for State infrastructure funds, any fiscal incentives, use of State-
sanctioned financing mechanisms, or additional water transfers; see discussion below under
“Infrastructure Review.” Jurisdictions should have the opportunity to correct inconsisten-
cies before these measures are applied.

These substantial additional planning responsibilities on the part of local government may
constitute a significant State mandate, although local governments already face the legal
requirement of maintaining a current general plan. Given the current cost range of preparing
general plans, costs statewide could be as much as a hundred million dollars (average cost of
the most recent General Plans has been approximately $200,000, although median cost may
be much lower). Nevertheless, this kind of long-term planning is essential to California’s
future, and should be given priority in the context of current funding. Further, this should be
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a non-recurring expense; subsequent revisions and updates should be much less. In the long
run, such an effort should result in overall lower costs and better overall land use decisions.

Various different funding alternatives for this local planning effort have been suggested,
including simply the continued use of current local funding used to support general plans.
A 1991 report to the Southern California Association of Governments (SCAG) identified
different funding streams that could support integrated regional planning if existing re-
gional bodies were consolidated; possibly this concept could be extended to the local
planning level. New funding alternatives — G.O.
bonds (although debt financing of even long-term
operational expenses would be a sharp departure),
local permit fee anticipation fees, parcel taxes —have

S f

been proposed, but each has its disabilities. 22

Whatever the answer is, the Council agrees that the

funding source for new comprehensive planning must

be identified. However, the issue may be deferrable

for a least one or two years, because a necessary first
step in such sequential planning is the State’s own
integrated planning, discussed above. This first step should begin now; the Council’s

recommendations describe a long-term approach to building California’s future, not a quick
fix, and implementation may well necessarily be step by step.

Councils of Government/New COGs. The Growth Management Council recommends re-
examining and reforming existing Councils of Governments (COGs) for an expanded
regional planning and coordination role and limited consolidation of regional bodies. After
hearings and process allowing for local notice and opportunity to be heard, the Office of
Planning and Research should designate planning regions for the State. In many instances,
these should correspond to the existing COG areas. Included in this should be a determina-
tion whether new COGs or other regional structures are needed in areas that do not currently
have them. Local input and hearings should also examine suggested revisions to boundaries,
voting structure, balance, or procedures. OPR should also designate sub-areas within the
larger COGs for specified functions, to ease fears of dominance by larger counties. COGs and
subregions should mutually determine an appropriate division of duties, failing which OPR
should do so.

The Council recognizes the difficulty and charged nature of many of the issues involving
COGs, particularly in large multi-county areas. It believes, however, that it is prudent to
work through existing institutions and to carefully reform them to address those issues,
rather than starting all over again. There is a substantial collective body of knowledge,
expertise, and relationships in existing institutions that should not be lightly discarded.

State agencies should be encouraged to align regions and districts wherever possible with
these new COG areas where it makes sense to do so in light of the purpose of the division, in
order to effect regulatory efficiency and decrease fragmentation. When two regions or
districts from a single department or agency are nevertheless within the boundaries of a
single COG, coordinating the State response between regions or districts should become the
responsibility of the State Agency.

New COGs should succeed to all existing COG duties, including particularly as Metropoli-
tan Planning Organizations (MPOs) under federal transportation law and as “fair share”
housing allocaters for the region. In addition, new COGs or county subdivisions should act
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as a review and appeal body for the Comprehensive Plan/Master EIR process and disputes
thereunder.

New COGs should undertake additional duties as well, many of which different COGs may
already be exercising:

(a) regional CMPs;
(b) regional solid waste and low level hazardous waste (Tanner) planning;

(¢) animproved process for regional “fair share” housing needs allocations, with greater
local input into the determination of needs, and more cooperative approaches to
meeting those needs, including creation of an effective market mechanism backed by
incentives to trade allocations within a region, the net result of which must be more
housing on the ground;

(d) creation of mechanisms to tie jobs growth to housing within a region or subregion;

{¢) creation of a market mechanism to voluntarily site locally undesirable land uses
(LULUs) such as landfills within a given region;

(f) creation of a regional mitigation banking scheme to provide greater flexibility in
meeting environmental needs, by allowing development impacts in one area to be offset
elsewhere;

(g) currentRTPA duties in urban areas where COGs also exist, and to the extent consistent
with federal law, present MPO duties;

(h) approval of any new Special Districts, and conduct of feasibility studies of consolidat-
ing existing ones;

(i) possible review and certification of local comprehensive plans to ensure consistency
with State guidelines, with a right of appeal to OPR;

() preparation of regional reports to OPR detailing the aggregate performance of the
region in meeting the State’s growth guidelines; over time, these may become regional
comprehensive plans, but they should reflect local plans within the region and not
confer any independent authority;

(k)  coordination of regional planning activity with State agencies and departments.

Consideration should also be given in future to consolidation of other regional functions,
including in some instances some of the functions that may at present be performed by
county LAFCOs and by Airport Land Use Commissions.

All of these additional duties are treated at greater length in an appendix to this paper.

New COGs should not have taxing authority, nor general land use or permitting authority,
nor substantial operational duties, beyond those they may currently perform. They should
make noland use decisions that cities and counties now make. To a large degree their powers
will be as agents for the State on specific delegations subject to review. In short, they should
not be regional government, nor a new layer of government of general powers. Overall, the
net, long-term result of this reorganization should be less government.

Funding for new COGs should come from existing COG funding and that of other bodies or
functions to whose duties they will accede.

OPR and other State Assistance. The Office of Planning and Research should substantially
strengthen and increase its planning and technical assistance to local jurisdictions. Under
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State law, OPR is the State agency responsible for developing State land use policies and
assisting local agencies in their planning efforts. To assist local jurisdictions with their
initially increased planning duties under these revisions, OPR should develop standard,
accepted planning products that by statute would carry legal presumptions of legal validity,
as is the case currently with general plan guidelines. OPR would work with the appropriate
State agencies in the development of these products. Such products could also be developed
on an area basis by new COGs.

The following is a list of such standardized planning products or documents to provide local
agencies planning guidance, to encourage reliance on comprehensive plans, and to avoid
excessive reliance on repetitive project-by-project analysis: '

* Annual or biennial updates of CEQA Guidelines.

¢ Annual or biennial updates of Local Plan guidelines with emphasis on the importance of
interjurisdictional compatibility by way of comment and coordination.

* Guidelines for merger of specific and community plans into the local Comprehensive
Plan.

* Models for assessment of cumulative impacts consistent with CEQA Guidelines. (Alter-
natively, these could be based on methodologies set at the regional level, drawing from
models used to prepare the relevant plans — e.g., transportation models, air quality
models, surface runoff models.)

* Models for “tiering” of CEQA documents and reliance on previous documents at both
planand projectlevels consistent with CEQA Guidelines (this is amethod of streamlining
CEQA allowed under present law but not presently utilized because of vague guide-
lines). Again, some of these could be set at the regional level, including use of standard
impact methodologies and impact significance criteria, and standardized mitigation
measures.

* Guidelines for performing traffic analysis which emphasizes air quality impacts and
distinguishes among land use patterns and transportation alternatives, factoring in
regional commuting patterns.

* Standardized GIS and other land use planning tools.
* Model Comprehensive Plans.

* Model Master EIRs.

* Model combined Comprehensive Plans/Master EIRs.
* Model “fair share” trading mechanisms.

* Model “LULU” siting mechanisms.

This basic planning effort on the part of the State should be given priority within the context
of current funding.

In addition, planning-related technical assistance by other State bodies, such as HCD,
Caltrans, Cal/EPA, and the Resources Agency, should be continued and strengthened, again
through redirection of current spending priorities.

There should be development of uniform Geographical Information Systems (GIS) stan-
dards as a basic planning and land use tool, and maintenance of a Statewide GIS for land use
planning. This is underway through the GIS Task Force under AB 429 (Farr).
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3. CEQA Reform. The California Environmental Quality Act (CEQA) should be revised to
provide more comprehensive, certain, and focussed environmental analysis and protection.
CEQA was designed to ensure that environmental impacts are fully addressed in public
decisions. However, through court decisions and follow-up legislation, and because of the
lack of an effective growth strategy at the State level, in many instances CEQA has become a
substitute for comprehensive local planning. Rather than making difficult trade-offs about
growth during the adoption of a community’s long-term plan, local governments have relied
upon project-by-project analyses and debates to decide growth issues. This has led at times
to over-regulation of new development and hampers the ability of the private sector to

supply affordable and environmentally sound develop-

, ment (i.e., low-impact, high density, and infill develop-
The Governor's growth  ment). & v

strategy must CONAiN T remedy this, land use planning and environmental
provisions to reduce the  review can and should be more closely integrated “up

| d lexi front.” Each jurisdiction should prepare a Master EIR
volume and complexity of (Environmental Impact Report) contemporaneous and
regulation that  consistent with the Local Comprehensive Plan. Local
detrimenta ”,V aﬁ'e cts jurisdictions would be empowered, if they wish, to fuse

] ) ' their Master EIR and Comprehensive Plan into a single
residential and commercial  document.

development in Californig, The Master EIR, or MEIR, should assess the cumulative
while at the same time  environmental impacts of development, and identify
e . those especially sensitive environmental areas where
providing for genuine and additional subsequent analysis is needed for develop-
balanced environmental  ment. Otherwise the MEIR and implementing zoning
protection.” ordinances should setforth community-wide standards
' for routine development such as infill and smaller
tre0c0esscsravssseer  Dprojects. Subsequent project-specific review should fo-
cus on ensuring that a project is consistent with the
Master EIR; this may take the form of “tiered” or supplemental EIRs addressing aspects
unique to the project, or mitigated negative declarations within existing law.

An interagency working group of CEQA experts has devised specific recommendations for
reform, contained in an appendix as part of this report. Suggested revisions include steps to
discourage the use of litigation by all partiesin the planning / development process, or foruse
of CEQA for reasons other than CEQA’s stated purposes. Statutory changes such asa tighter
definition of what constitutes a “project” for CEQA purposes, provision of attorney’s fees,
and tighter statutes of limitation and limits on standards of review are possible.

The Council agrees, and it is the intent of California’s environmental laws, that we should
seek genuine environmental review and should seek to avoid procedural blockage. California’s
development approval procedures provide too many opportunities for private parties to
reject outcomes, agreed to through the accepted public process, with which they simply
disagree. Our current system promotes multiple veto opportunities for each participant in
the process and encourages no one to expose him or herself to risk by making decisions. The
Council believes that third party interests can be addressed more completely in a meaningful
comprehensive plan process, and greater certainty and efficiency thereby achieved both for
development and for protection of the environment.
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CEQA should also be revised if needed to provide for regional or Statewide mitigation
banking. :

Finally, the State Clearinghouse within the Office of Planning and Research needs to play a
stronger role and do a more effective job of coordinating the review of CEQA-related and
planning documents submitted to State agencies. Stronger internal coordination among
reviewing agencies, and external liaison with applicants and local governments, will mate-
rially improve what is already a complex and uncertain process.

4. Single-Issue Permit/Permit Streamlining. The Council strongly supports permit con-
solidation and streamlining. California’s business, development, and environmental com-
munities face inconsistent application of sometimes poorly designed and complex regula-
tions. This has come about because State, regional, and local governments have not managed
growth, but have instead promulgated project-specificregu-
lations to deal with environmental and other growth-re-
lated issues. These regulations are often administered by
unrelated entities at different layers of government with
little coordination or certainty in application. The Governor’s
growth management strategy must contain provisions to
reduce the volume and complexity of regulation that detri-
mentally affects residential and commercial development
in California, while at the same time providing for genuine
and balanced environmental protection.

The basic idea is to (1) reduce the number of permits that
must be obtained; (2) concentrate as much as possible of
actual permit administration at the local level. The goal should be a single land use/
environmental permit, issued by the traditional local authority but mandatorily informed by
integrated criteria fed into and through the State. Alternatively, to avoid additional admin-
istrative or technical burdens on local governments which they may not wish, a consolidated
State permit process can coordinate closely with and funnel into a comprehensive local
permit process in such a way to achieve the same end. The State should also continue to make
available necessary technical and scientific assistance to local governments for this purpose.

Either through the Comprehensive Plan guidelines or separately, the Office of Planning and
Research, through its Office of Permit Assistance, should prepare and provide a master list
of permit criteria for development projects, to integrate criteria for permit approvals from
existing State agencies. The creation of a single Cal/EPA environmental permit (see below)
should be a step toward this process. Complete criteria for permit approvals should also be
set forth in each jurisdiction’s local comprehensive plan. The traditional local permitting
authority — city or county — ultimately should issue a single permit or conduct one
consolidated permit process, instead of requiring applicants to obtain multiple permits or
endure multiple processes from different agencies.

This process also offers a further opportunity for the State to sort out and assess the aggregate
impact on development of all its policies, through the criteria integration process. This
streamlined and integrated approach should make California more competitive with other
states.

Care should be taken that the single permit does not end up superimposed over the existing
system, thereby resulting in a new layer of review and permit issuance and increased time

Recornmendations 27



STRATEGIC GROWTH: Taking Charge of the Future

and costs. In addition, such a permit regime should be designed so as not to expand the
application of State laws or local requirements to projects that are not now affected. It is also
true that permit streamlining and consolidation will be a complex, long-term undertaking
necessarily evolutionary in nature.

The Council recommends, accordingly, that the basic building blocks be put into place for an
eventual Single-Issue Permit. Much of this is already underway through Executive Order W-
35-92. An interagency effort coordinated through the Office of Permit Assistance (OPA) is
formulating guidelines for individual permitting agencies or departments, such as the
programs under Cal/EPA, to proceed internally to streamline their permitting, and then to
work through the task force to integrate it with
“There agre suﬁ;'cfent water  other State and federal permits. This effort should
include enforcement of the Permit Streamlining Act
resources to occomo_date and clarification of its interaction with CEQA. A
continued population and  second task force, also led by OPA, is designing
: sireamlined permittin idelines with local gov-
economic growth througﬁ ernment. OPI:\ has exi%f:igx:]g1 authority, under éov-
better management. ernment Code Sections 65922.3 and 65946, to de-
Geecescensnssennsseensne velop consolidated or master state permit informa-
tion forms, and to assist local governments in doing
the same through guidelines for local permit streamlining. This process includes the full
participation of local government, towards the ultimate goal of one permit, or at least one
permit process.

This area also offers the prospect of making explicit the integration of three key concepts in
local land use reform, namely, greater certainty of both development and conservation,
minimization of CEQA review of individual projects through a Master EIR at the planlevel,
and single-issue permitting itself. Specifically, State growth guidelines can be used to
address most, if not all, state and regional-level land use permitting. Adoption of a local
comprehensive plan and Master EIR in compliance with those guidelines could trigger
delegation of State and regional permitting authority to local governments.

There are, without question, substantial obstacles to a complete degree of permitintegration.
First, land use permits may be different than operating permits, which are periodically
renewed and may require ongoing compliance. Second, local delegation may frustrate
greater consistency in permit administration, which is also a goal. Some federal permits may
not be delegable. Finally, a number of State-level environmental permits require specialized
technical staff, although this could be provided to local jurisdictions.

In the meantime, other permit streamlining alternatives may also be explored, including, as
mentioned, close coordination of consolidated State and local permit processes; State delega-
tion agreements to those local jurisdictions with sufficient staff resources; use of industry
compliance plans in lieu of individual environmental permits; and designation of lead
permit agencies to reduce duplication and overlap.

5. Redevelopment Agencies. The Council supports the continued local use of redevelop-
ment powers as both an economic development and infill housing tool. However, redevelop-
ment agencies (RDAs) should be restricted as to what may be denominated as “blight.” Any
capital gains in the sale of RDA real property should be apportioned according to the date
when the RDA was formed, so as to avoid windfalls in unrealized appreciation at the expense
of counties.

28 Recommendations



STRATEGIC GROWTH: Taking Charge of the Future

WATER

As the State’s population and economy continue to grow, some voluntary transfer mecha-
nism or mechanisms inevitably must be a part of overall water policy. The Growth Manage-
ment Council believes that water supply is not a reason in and of itself to limit or control
growth in California on a statewide basis. There are sufficient water resources toc accommo-
date continued population and economic growth through better management, including
conservation, voluntary transfers, and additional storage and conveyance facilities.

The water component of the growth management recommendations consists of two items:
(1) the long-range State Water Plan incorporated into the Integrated State Plan; (2) regulation
of voluntary water transfers consonant with the State’s growth management goals.

1, State Water Plan. The Governor's Water Policy Task Force, on which many of the Growth

Management Council members serve, has been drafting recommendations for a long-range
water strategy for California for the next twenty years. These recommendations include buy-
out of marginal irrigated aglands, additional storage, supply, and conservation, and bal-
anced wildlife and fisheries protection. These recommendations should inform the prepara-
tion and development of a State Water Plan, to be built into the Integrated State Plan.

2. Water Transfers. The State should facilitate voluntary transfers in the context of an
overall water plan and with fully adequate protections for sending areas and third party
impacts. Such transfers should be on such terms and conditions as further the State’s growth
guidelines.

TRANSPORTATION

The Council recommends a number of measures in the transportation area as part of an
overall strategic growth program:

(1) A unified Statewide transportation plan, as part of the integrated Integrated State
Plan. '

(2) Strengthening congestion management planning at the regional level, and making
improvements in the CMP process.

(3) Removal of funding constraints on specific modes of travel.
1. California Transportation Plan. Following the directive of Executive Order W-36-92,
there should be development of a unified Statewide transportation plan, sufficient to meet

the requirements of the new federal 1991 Intermodal Surface Transportation Efficiency Act
(ISTEA), with Caltrans as lead. In addition to those agencies specified by ISTEA, there should
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be participation by interested or affected State and regional bodies, including ARB, HCD,
CEC, and OPR because of the land use housing/air/transportation/energy linkages; Metro-
politan Planning Organizations (MPOs) and new COGs (often the same); as well as local
agencies, the federal government, the private sector, and public interest groups.

The State transportation plan should be integrated into the Integrated State Plan and should
be consistent with air, housing, and energy plans — all similarly integrated — and vice versa.
All county and regional Congestion Management Plans should be consistent with the State
transportation plan.

The plan should focus on development of transportation facilities and programs that
function as an intermodal State transportation system. It should provide common transpor-
' tation goals, along with steps for implementation, identi-

‘ T fied sources of funding, and a schedule. The plan should

. The Cdlifornia treat all means of meetgi;lg transportation demands in the
transportation plan should  state, regardless of ownership, as a single unified system.
treat all means of meetin g The Integrated State Plan itself should propose prioritiz-
, . ing State transportation investments on the basis of maxi-
transportation demands in mizing return in conjunction with State investments in
the State, regardless of  otherinfrastructure such as housing, water/sewers, etc.

owner. ship, as a angle The advantages of a unified Statewide transportation

unified system.” plan should include conserving resources now commit-

' ted to redundant services; providing a basis for prioritiz-

$oes00csessncererees inglimited resources to best meet increasing demand for

transportation services; improving service through coor-

dinated linkages between different travel modes and transfers; and providing greater focus

on transit, high speed rail, and other aspects of congestion management. The planshouldalso

include new travel technologies and “wiring the State” with optic cable towards the end of

encouraging telecommuting and widespread data transfer capacity. Focus also could be put
on rural parts of the State as part of economic development.

Finally, the plan should address issues facing California’s goods movement, including 12
major commercial ports, including access, the benefits and minuses of greater coordination,
and regional or State port authorities. The plan should also incorporate and integrate the
existing Statewide aviation planning and address issues of State concern regarding siting of
new international airports, airport/ground transportation access, and the impact of new
transportation technologies such as high-speed ground transportation and vertical take-off
aircraft on short-haul air travel.

2. Regional Congestion Management Planning. Under current law, Congestion Manage-
ment Agencies (CMAs) have been created in the 32 of California’s 58 counties designated as
urban, in order to integrate land development, air quality, and transportation decisions.
They are to produce Congestion Management Programs (CMPs), to qualify for available
State transportation funding under Propositions 108, 111, and 116. The first cycle of CMPs
from this legislation were due to be completed in the fall of 1991, for incorporation into
Regional Transportation Plans (RTPs) and Regional Transportation Improvement Programs
(RTIPs). RTIPs were due to the California Transportation Commission in December 1991,

The congestion management law provides for regional coordination of county-level CMPs in
California’s larger, multi-county urban areas. Existing regional transportation planning
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agencies are required to evaluate the consistency of the CMP with the RTP, and if it is
consistent, incorporate the CMP into both the RTP and the RTIP. If the regional transporta-
tion planning agency finds the CMP to be inconsistent, it may exclude any project in the CMP
from the RTIP.

As discussed earlier in these recommendations, newly designated COGs should undertake
the functions of current regional transportation planning agencies, consistent with federal
legislation. This new authority should be used to integrate, not eliminate county CMPs.
CMPs and local transit plans should be folded into RTPs and RTIPs, which in turn should be
folded into the State plan. In important instances (Bay Area, Greater Los Angeles), these
planning functions will be multi-county, in which case the existing county-level CMP
process should remain as a subregional level of planning. In other instances (San Diego), it
may make no difference because the region already is single-county.

Additional changes should be made in the CMP process. First, CMPs do not address the
entire transportation system, but only selected roads and bus and rail services. It, like the
Statewide transportation plan discussed above, should treat transportation as a unified
system, including bridges, ports, airports, and transit systems, and all modes of travel in
order to maximize efficiency.

Second, CMP law establishes standards for Level of Service (LOS) for an identified system of
principal arterials and State highways. These standards exclude interregional travel, travel
between counties, and travel from low income housing from LOS calculations. These trips
generate automobile emissions, congestion, and significant traffic patterns, in particular
intra-regional commuting (e.g., between Orange and Riverside Counties). These exclusions
should be repealed in order that the full consequences of transportation impacts be consid-
ered. Local practice should be reviewed, however, to assure CMP law is not used to block
affordable housing.

Third, an unintended consequence of level-of-service (LOS) traffic standards in Florida and
perhaps elsewhere has been to promote further sprawl and dispersal of development to
outlying areas. Such standards can also be used deliberately to prevent unwanted develop-
ment. To avoid this, the CMP process should specifically provide for special transportation
control measures in addition to locally identified Deficiency Plan measures for principal
arterials that are identified as being in an area suitable for higher density development and
that fall below adopted LOS standards. In connection with this, existing CMP legislation
provides no definition of “principal arterials.” This should be remedied.

Fourth, detailed level-of-service intersection standards which would limit infill projects and
central city development should be reduced in the CMP process. Again, land use and traffic
issues should be addressed through the local comprehensive plan, rather than through new
ordinances and regulations.

Finally, the existing CMP process may offer the opportunity to coordinate the development-
related components of congestion management plans, and new local comprehensive plans.

3. Removal of constraints on modal funding. Much of transportation funding suffers from
inflexibility in being mode-specific (i.e., limited to a particular means of travel such as road
or rail), without consideration of intermodal transfers, modal efficiencies, or the needs and
potential of a unified transportation system. Preferred funding for particular services or
facilities skews decisions toward those that will receive the most funds, to the detriment of
those which do not, regardless of need or utility. Interstate highways, for example, have
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received a 90-10 ratio of federal to State funds. ISTEA attempts to remedy this situation by
providing flexible funding programs that may be used for alternative mode transportation
projects and, in some instances, on non-capital programs.

Removing such constraints within the context of the State’s unified transportation planning
opens decisions to a range of alternative solutions. The new federal ISTEA reauthorization
takes a step in this direction, with more flexibility in the distribution and use of funds.
Similarly, flexible funding should be made part of any implementation strategy for the
Statewide plan by pursuing development of a single State transportation fund. Such a fund
would remove modal funding constraints to complement the greater flexibility in the use of
federal funds and greatly enhance the State’s ability to provide a balanced system for all
Californians. Existing State transportation funding mechanisms should be inventoried and
examined by Caltrans to see if such improvements could be made, and legislative proposals
made to eliminate such constraints.

HOUSING

Housing is a key element in strategic growth and better land use patterns. The failure to
properly plan for housing results in many of the adverse effects associated with growth,
including higher costs. Local resistance to increased housing drives new construction to
outlying areas or forces higher occupancy of existing stock. The result is urban sprawl
outside of established urban areas, and more crowded and more expensive housing within.
The combination of limits on property taxes, and distribution of the local share of sales taxes
on the basis of where they were generated (situs method), leads to local governments
favoring tax-generating commercial uses and shunning housing, which consumes more
services (police, roads, schools, fire protection) and generates fewer taxes. This is the so-
called “fiscalization of land use.” As a result, jobs tend to be one place, while housing for
employees tends to be elsewhere, often in outlying areas.

Eventually, employment and commercial centers will “catch up” with this commuter-driven
housing (Orange County is perhaps the best example), but in the meantime there will be
many years of wasteful driving and development patterns, It is this dispersal of housing
disconnected from commercial and service centers, rather than urban spraw) per se, that
increases commutes, traffic congestion, and adverse air impacts. Calls for higher densities
and more compact development, which are grounded in esthetic concerns and legitimate
desires to preserve open space and agriculture, thus may be distinguished from the issue of
jobs-housing balance, which is more immediately pertinent to traffic congestion and air
quality. Housing is important to both issues.

Besides helping to correct growth problems, the adequate provision of housing in appropri-
ate places serves the State’s economic development objectives. The lack of housing affordable
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to, and accessible by short commute for, California’s workforce has deterred the location or
expansion of major employers. The high cost of labor, which affects businesses large and
small, is in large part due to the cost of housing.

The Council recognizes that housing presents potential for conflict between State and local
governments in the growth arena. Local governments by definition represent and respond to
existing residents, who usually have little interest in welcoming new residents to add to
congestion of schools, roads, and other facilities. Yet

even slight increases in density canlead tomajorsavings  “The State has an overall

in open space and in infrastructure costs, while increas-

ing the supply and affordability of housing, interest in seeing that all its

The State, by contrast, has an overall interest in seeing citizens are housed, and
that all its citizens are housed, and that regional develop-  that regional development
ment patterns make sense and not raise unnecessary patterns make sense and
economic and environmental costs. The State cannot ' )

play beggar-thy-neighbor politics as some local jurisdic- do not raise unnecessary
tions do against each other. At the same time, local  aconomic and

control over local development and land use is strong in , "
California, and both necessary and desirable. A manda- environmental costs.

tory approach in the housing area is likely to draw a eecesvossssccsscsscee
negative response as well as find implementation prob-

lematic, as is the case in many instances with present housing laws. A cooperative, incentive-
based approach, with strong local authority and accountability, is more likely to be accepted
and successful.

The Council feels, therefore, that the goals of the housing component in strategic growth
should be to: (1) encourage and reward local jurisdictions that implement housing goals; (2)
remove or diminish unnecessary regulatory barriers to housing, such as duplicative or
uncertain review processes; (3) reduce or moderate the cost of housing, through encouraging
more options, including smaller units, more apartments and townhouses, permitting higher
densities, and restraining fees and assessments; and (4) streamline existing housing law. The
major thrust should be to leave local governments relatively free to make their own decisions,
but to use economic incentives and rewards to encourage housing. We should create a
climate in which the private sector still produces housing that is affordable for most
homebuyers and responsive to consumer demand. This will also minimize demands on the
State’s own housing programs. The market should function as freely as possible consonant
with orderly development and environmental protection.

To encourage the housing market to respond, the State needs to assist and promote local
government efforts to remove regulatory barriers and to adopt land use plans which are
supportive of housing as well as environmental protection. Achieving these objectives
requires effective State assistance to local planning efforts. However, rather than instituting
blanket requirements which dictate specific zoning decisions by local governments or
unduly limit local control, the State needs to see that clear goals are set for local governments,
that assistance is available, and that each city and county is treated as the unique entity that
itis.

The major deterrents to housing include economics, site constraints, regulatory constraints,
local opposition, and inadequate public facilities. The recommendations below should
address each of these concerns. Indeed, some of the recommended initiatives in other
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sections are those that will be most beneficial to housing. Reforms proposed in local, State,
and general processes, for example, should contribute materially to the objective of giving
housing producers greater certainty and a more efficient process. Genuine CEQA reform, as
another example, may do more for the housing market than any housing program adopted
to date in California.

As a comprehensive approach to strategic growth, this report addresses many housing
problems throughout its recommendations: better integration of planning and environmen-
tal review, permit streamlining, greater State support of related infrastructure, and growth
guidelines that include incentives for densification, provision and trading of “fair share”
housing, better jobs/housing mix, and closer integration of transit and housing, -

In addition, however, because of the central importance of housing in strategic growth, the
Council recommends a number of other steps: '

(1) Identification in the State Housing Plan of regulatory barriers to affordable housing in
California.

(2) Legislation to streamline and improve State housing law and the State Housing Plan,
and to make building codes more flexible and less expensive.

(3) The suggestion of reallocation of part of the growth in local sales tax, on the basis of
population or housing rather than situs, continues to be discussed; see below.

l. Regulatory Barriers. The Council recommends that the State Housing Plan, following
interagency review in the Integrated State Plan process, identify and address regulatory
barriers and exclusionary zoning practices in California. The Council recognizes that local
concerns, and a high degree of environmental protection, are both legitimate and necessary
considerations in a balanced evaluation of housing needs. The Council does have concerns,
however, with a number of specific regulatory practices, including large lot minima in urban
areas; systematic down-zoning; arbitrary permit caps and moratoria; excessive developer
fees; unreasonable rent controls; blanket prohibitions on multi-family and other types of low-
cost housing; and arbitrary restrictions on water or sewer hook-ups.

2. State Housing Policy. Existing State law, referenced in the Health and Safety Code and
related to the building code, requires the Department of Housing and Community Develop-
ment to develop a Statewide Housing Plan. This Plan should be integrated into the Integrated
State Plan. The Plan should coordinate and direct the activities of the State’s housing
providers (there are currently 15 State entities with housing programs); comment and
suggest regarding housing-related activities of other State entities (e.g., State infrastructure
investments); and offer guidelines and technical assistance to local governments.

Present housing element law is not working effectively. Much time and expense go into
preparing these documents without commensurate benefit. In addition, the “fair share”
allocation process lacks sufficient local input, is poorly coordinated with other State and
federal laws, and is poorly implemented.

Housing element law should be streamlined, simplified, and integrated with other planning
in the local Comprehensive Plan. Integration, together with clear housing performance
standards backed by meaningful financial incentives for implementation, could eliminate
the need for a separate, isolated housing element process. Such integration should not
preclude direct provision of local and regional housing data to HCD and other entities
administering housing programs. Indeed, Local Comprehensive Plans should be written in
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such a way that they can satisfy data requirements for both State and federal housing
programs. :

Housing element law should be reformed to clarify, focus, and minimize the data collection
and planning requirements on local government. In addition, the existing method of regional
fair share allocations to cities and counties of “fair share” housing needs for four income
groups should be replaced with numeric planning objectives for housing growth accommo-
dation with performance standards to encourage a variety of housing. Local governments,
with review and approval by HCD, should set their own housing assistance goals for lower-
income housing development, rehabilitation, and preservation, based on the resources
available and the ability of the local government to provide housing assistance.

There should be a rebuttable presumption that the “fair share” allocation process defines
reasonable housing goals and projections; a jurisdiction’s Comprehensive Plan should be
required to justify any significant departure from fair share. Local adoption of approved
housing goals should give a jurisdiction priority for State housing funds. Local governments
without such goals should have less ability to reject housing developments which would
help a jurisdiction meet regional or State housing objectives.

Finally, unnecessarily strict or expensive building codes should be moderated by adding a
specific housing affordability mandate to the State commissions and departments with
respon-sibility over code adoption.

3. Fiscal Incentives. The Council feels that it is important to identify and administer some
fund of money to encourage and reward local compliance with housing goals. Genuine
reform and implementation of housing law — actual performance — will occur through the
provision of incentives to encourage local compliance with State housing goals.

One alternative considered was reallocation of part of the local sales tax now distributed on
the situs basis. Council discussion focussed on reallocation, on the basis of population, of all
or part of the incremental growth within each county. The Council rejected, early on,
reallocation of base revenue, because to do so would unbalance existing city and county
budgets, and be unfair since local jurisdictions accepted existing development in reliance on
the existing tax allocation. In addition, even reallocation of incremental growth may have
some of the same effects, since a number of local jurisdictions have incurred debt in
anticipation of revenue flows; and in some circumstances might even risk turning new
commercial and industrial development into undesirable land uses, since property tax share
and local employment from such development may not be sufficient incentive to approve
such development.

The Council also considered distribution pro rata to local jurisdictions on the basis of
compliance with “fair share” housing allocations and/or the achievement of locally-defined
housing goals. Such distribution might be preferable to reallocation simply on a per capita or
population basis, because it specifically responds to housing rather than general population,
and rewards affirmative behavior rather than population status. In addition, the amount of
money allocated to each jurisdiction under a population-based scheme would be small, and
while it might help ameliorate fiscalization of land use generally (i.e., land use decisions on
the basis of their revenue generation), population-based reallocation would be poorly linked
to housing development specifically. On the other hand, some people believe that tax
resources should follow people, which in any case ultimately will correlate to housing to a
large degree.
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A third possibility would be reallocation on the basis of compliance of Local Comprehensive
Plans with State growth guidelines generally. In any event, such guidelines will likely
include State housing goals including removal of regulatory barriers to housing and the
zoning of sufficient land with appropriate densities for affordable housing, so that compli-
ance will bring eligibility for additional State infrastructure funding.

Some Council members felt that the money incremental sales tax reallocation might yield
(perhaps $400 million over the next several years) would not justify the administrative
burden or the strong local opposition this would generate from many cities (there is also the
constitutional consideration that such monies, if redistributed, must be redistributed within
the same county or at most arguably the region, in order to remain “local”). Others felt it was
important to mark a break from the “fiscalized” land use decisions of the past, or suggested
such a change could be tied to resolution of the SB 2557 “booking fee” controversy.

Other potential sources of incentive funds for housing include bond money; redevelopment
set-aside money (more than $300 million) that has not been used as required for affordable
housing; or excess funds that the State receives, butis unable to spend due to the Gann Limit.
Such funds could be earmarked for infrastructure investment through distribution to cities
who are in compliance with State housing law.

As an alternative to fiscal incentives, State law also could strengthen development rights of
owners in jurisdictions which have not adopted a local comprehensive plan in compliance
with housing goals.

The Council recommends that the Administration initiate discussion with local government
to examine these alternatives. Because of the direct fiscal impact of this area on cities and
counties, local government must be a pariner with the State in formulating appropriate
remedial measures.

RESQURCE CONSERYATION

The Council makes two basic recommendations in the resource conservation area of growth
management: {1) a resources conservation plan and inventory; (2) measures to encourage
conservation of prime agricultural land.

l. Resources Plan and Classification. The Council recommends that there should be
development of a State Resources Protection and Conservation Plan to be integrated into the
Integrated State Plan. As part of that Resources Plan, the State should provide definitions and
criteria (and, to the extent identification and inventories currently exist, data) for inventory
and classification of resource lands of Statewide significance, including wetlands, parklands,
prime agland, wildlife and conservation habitat, timberlands, watershed protection, utility
corridors, and so on, with priorities within and between classifications as to importance of
conservation and protection. These classifications and priorities should be recognized and
addressed in local and regional plans. Guidelines should provide that land not be “over-
classified” resulting in insufficient land readily available for development. The basic intent
is not Statewide, resource-based zoning, but rather identification, both for conservation and
information, of high-resource value lands of Statewide significance. The Resources Plan
should be coordinated with approved Local Coastal Plans (and any other approved land
resource plans where important resources have been addressed, such as in the Lake Tahoe
region) to avoid inconsistencies and overlaps.
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The Resources Plan should suggest appropriate alternative conservation and protection
mechanisms, ranging from purchases, conservation easements, and prohibitions, to Transfer
of Development Rights (TDR) systems, mitigation banking, or CEQA environmental mitiga-
tion fees tied to resource value of land conversions, to State support for development on
existing infrastructured land with capacity, with pros and cons of each.

Any land use classification system should define a
continuum of resource and land values, and any con-
servation mechanisms should apply fiscal incentives
and disincentives, where possible and sensible to do
so, to make the system work in a market-based
economy. Any plan to set aside or conserve high value
resource areas should also include a component to
expedite the development of preferred development
areas of low resource value as a matter of the “trade-
off” between conservation and development. The de-
velopment of any Statewide programs for resource-sensitive lands, such as wetlands or
prime agricultural land, should be within this overall context of integrated land use.

2. Agricultural Protection, The Council recommends incentives to encourage the viability
of the agricultural industry in California, while providing for efficiency and order in the
modicum of conversion of agricultural to urban uses that necessarily will occur as the State
continues to grow. The goal of State policy should be to prevent conversion patterns which
unnecessarily compromise the entire agricultural industry.

The State has a huge amount of good farmland to sustain orderly conversion to urban use for
generations while maintaining a viable agricultural industry. Basically, that means keeping
it contiguous to existing urban areas, or allowing new towns where services can be delivered
efficiently and traffic impacts are acceptable. Designated agricultural areas may be one area
where reasonable urban growth boundaries may have currency, tied to higher densities as
they should be wherever they might be adopted locally.

An interim study of the Growth Management Council raised consideration of specific
measures toward this end, including:

* Review and redefinition of existing urban spheres of influence in prime agricultural
areas, to phase contiguous growth, leaving a contiguous area of prime agricultural lands.
Annexations or expansion of spheres of influence would be prohibited into this area
during the pendency of each five-year Local Comprehensive Plan. Boundaries also
would be designated around current development in unincorporated county areas.
Higher density standards would be appropriate within these boundaries. These deci-
sions would be up to local authorities, but would be encouraged by State guidelines.

* Review of the Williamson Act subvention formulae to concentrate on this contiguous
central area of prime agricultural land. A disproportionate amount (40%) of the State’s
Williamson Act money is spent on close-in “urban” prime agland which is ultimately
doomed to conversion in any event, and which constitutes only 4.7% of the acreage
covered. Policies should be directed to relieve financial pressure that leads strapped
agricultural counties to permit development outside city limits or spheres of influence.

* Williamson Act land should be incorporated into the resources inventory and classifica-
tion system discussed above. The now outmoded (1965) Williamson Act land definitions
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should be converted to agreed definitions which reflect both land quality and economic
contribution, factor in long-term availability of water, and provide different levels of
subvention to different classes of land. In addition, the capitalization rate formula in
determining the use valuation should continue to be flexible in order to provide sufficient
financial incentive to farmland owners.

* Standard Williamson Act contract terms should be reviewed to provide for cancellations
only under restricted conditions. A rolling ten-year period was suggested as a feasible
planning horizon to provide sufficient time for orderly conversion if necessary, and
reduce short-term speculative land sales.

* The Williamson Act definition of compatible and allowable uses should be reviewed to
ensure that farm-related income producing uses are not disallowed, but premature
urbanization is discouraged. The Act is a tool directed toward a viable agricultural
industry, not a generic open space mechanism; the two issues should be kept distinct.

* Comprehensive Plan/Master EIR Guidelinesshould specify consideration and treatment
of agriculture and cumulative impacts of conversions of agland, in the Comprehensive
Plans/Master EIRs of those counties with significant agricultural industries.

These suggested measures would not necessarily prohibit non-contiguous development on
prime agricultural land. Instead, they would array a range of financial and market disincen-
tives, contractual provisions, and planning guidelines to discourage it. Nor would they
preclude consideration of “new towns” if carefully planned to ensure efficient delivery of
services and prevent unreasonable congestion.

Any such measures, with the exception of the disposition of State Williamson Act funds,
should be presented as guidelines, with local governments to have the final say in land use
decisions. Methods also should be examined, such as transfer of development rights pro-
grams, to ensure that rural landowners are not disproportionately injured by new planning
rules.

Since these recommendations, the Resources Agency has convened an Agricultural Lands
Task Force whose review of these matters will be important. In addition, any changes in long-
standing statutory regimes, like the Williamson Act, should be taken in the context of an
overall approach to rural agricultural issues and to growth management.

ENVIRONMENTAL PROTECTION

The environmental protection component of the Growth Management Council’s recommen-
dations includes, in addition to the CEQA, permitting, and resource conservation elements
identified elsewhere, the following: (1) preparation and inclusion of an environmental
protection plan, and the biennial energy plan, into the Integrated State Plan; (2) factoring of
“indirect source” controls into local comprehensive plan guidelines; (3) review of the
organization of regional and local air districts to strengthen their accountability; (4) greater
planning cooperation, such as joint designation of regional air districts and strengthened
COGs as Lead Planning Organizations (LPOs) for conformity with federal air quality
requirements; (5) Cal/EPA regulatory streamlining; (6) development of emissions trading
and other market mechanisms for pollution control; (7) strengthening of local assistance in
environmental monitoring and compliance.
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l. State Environmental Protection Plan. Cal/EPA should undertake and prepare a State
Environmental Protection Plan, to integrate air, water, hazardous waste, and other environ-
mental protection on a Statewide basis, for integration into the Integrated State Plan. The
State energy plan (Biennial Report) similarly should be integrated into the Integrated State
Plan. Given the critical links between these two policy areas, the environmental and energy
plans also should be better integrated with each other.

2-4. Air Quality. Clean air is of great importance to

California’s environment, the health of its citizens, and the Ul " , ///////
vitality of its business. The striking increase in the number . /
of vehicles, together with the marked susceptibility to air §\>._\\\\4’, /...k é
pollution of the areas of strongest anticipated growth — '
the Central Valley, and the “Inland Empire” of San Bernar-

dino and Riverside Counties — make this an issue of great
concern to the Council.

First, past debates over who does or does not have regula-
tory and land use authority over so-called indirect sources
— large facilities such as shopping malls or sports arenas
that “attract” a high volume of vehicles — should be
resolved if they recur by considering and if appropriate
integrating any indirect source guidelines from regional
air districts and the ARB into the Integrated State Plan
process described above. Local government should remain the basicland use and permitting
authority, but its decisions also should be informed by air quality considerations that have
gone through interagency review. Improved air quality should be pursued locally through
plan-level guidelines, and not through additional project-level permits. Planning guidelines
should be of sufficient definition to ensure that air quality issues are addressed.

Second, because of the interrelationship of air basins and the central role of both State and
federal air quality regimes, air quality is equally a State as a regional issue. The role of
regional air districts isimportant in a number of earlier growth management proposals— SB
929 (Presley), AB 3 (Brown), and SB 797 (Morgan) and the Bay Area’s Bay Vision 2020. The
Council agrees thatregional air districts in the larger urban areas probably should be reduced
in number to correspond with air basins. With the exception of the Sacramento urban area,
this has already largely been accomplished. In less populated rural areas, where county
supervisors sit as the local air board, reorganization may not make much practical difference.

Various growth management and regional reorganization proposals have differed in their
provisions affecting regional environmental agencies, primarily air districts. Some concepts
call for stronger centralization of all environmental programs into unified, integrated
pollution control authorities. The impetus in these cases is to seek more effective environ-
mental protection through organizations that can address the environment as a whole,
thereby avoiding the risks of individual agencies merely shifting pollution from one media
to another and at the same time removing regulatory overlap and inefficiency.

At the same time, there is a close relationship between these same regional environmental
authorities, especially air quality; and other regional functions such as transportation and
land use planning that this paper recommends be consolidated or coordinated in new
Councils of Government. The question of whether to “regionalize” environmental authori-
ties or centralize them, or retain the existing structures but with provisions for more effective
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coordination, is a contentious one. For the time being, the Growth Management Council
recommends both better planning coordination at the regional level, and more accountabil-
ity and consistency at the State level, without wholesale structural change. Cal/EPA should
review this area and work with the Growth Management Council on these matters.

Because air quality is increasingly related to land use, housing, and transportation patterns,
itis important that the planning bodies responsible for these issues and the air districts work
in closer cooperation. One such area addressed elsewhere in this paper is regulation of
indirect air sources; another example is the role of congestion management planning and the
new federal conformity requirements between air quality and transportation plans. The
current process should continue whereby regional air districts, COGs, and regional transpor-
tation planning agencies share responsibility for planning under the federal Clean Air Act, in
order to ensure proper regional coordination between air quality planning, local plan review,
and transportation functions. One example of this is joint designation as Lead Planning
Organizations (LPOs).

5. Regulatory Streamlining. The regulatory streamlining effort undertaken by Cal/EPA
among its constituent boards and permitting authorities, is directly relevant to growth
management because of the importance and impact of environmental regulation in land use
planning. The streamlining effort should be coordinated with the Growth Management
Council for mutual support and consistency with the State’s growth management goals. This
effort should be complementary to the interagency permit consolidation efforts under
current statute by the Office of Permit Assistance within OPR.

Regulatory streamlining should include a recognition that economicimpact and jobs should
be considered in any promulgation of environmental regulations. Economic considerations
are already included to some degree in many environmental programs, either directly in the
case of water quality, or indirectly through the public hearings process for air quality
regulations. However, they are not always accorded equal weight, and some programs are
limited by federal statutes that allow no such considerations. Cal/EPA in the first instance
should address this issue on a broader level in the State Environmental Protection Plan
within the Integrated State Plan through a comprehensive strategic risk assessment, com-
bined with an evaluation of the cost, and benefit, of environmental regulation.

6. Emissions Trading. Cal/EPA should pursue market and incentive-based regulatory
mechanisms, including markets in emissions rights. The South Coast Air Quality Manage-
ment District is already pursuing a major effort in this regard through its “RECLATM”
program, and Cal/EPA should investigate comparable efforts in other areas and media.

7. Local Assistance. The State should assist local governments with environmental informa-
tion systems and technical assistance on meeting requirements. Regulatory reporting re-
quirements should be consolidated. Common reporting/information systems should be
developed for State and federal environmental programs.
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CONCLUSION

California will not solve all its problems overnight, and if it did new ones would take their
place. There can be no doubt, however, that the State’s rapid growth has caught up with it.
We need a thorough overhaul of our planning laws, our permitting process, our land use
policies, our environmental review mechanisms, and our attitudes. '

The Growth Management Council does not labor under the illusion that the recommenda-
tions it presents here will be accepted wholesale, or greeted by anyone without criticism and
change. It is important to start, however, and start now. There are steps the Administration
can take under existing law, and the Council urges that they be taken. Our common problems
are worse than they might have been because they have not been dealt with in the past. Now
is the time to change that.
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CEQA WORK GROUP

Governor’s Growth Management Council

A goal of the Growth Management Coundil has been to find ways to reduce unnecessary
delay and uncertainty in permitting while ensuring rational planning and environmental
protection. The benefits of increasing the efficiency of both planning and permitting pro-
cesses are obvious. What is not so obvious are the causes and solutions for such delays.

Frequently, if a project has become controversial, that controversy centers around its
environmental impacts. As a result, the California Environmental Quality Act (CEQA) is
often singled out for blame when the project is delayed or denied. This is neither fair nor
necessarily accurate. Procedural delays are also the result of common planning and zoning
practices. Just as it is not accurate to blame CEQA alone for all project delays, amending
CEQA by itself would not be sufficient to improve efficiency in land use planning and
permitting. Reducing unnecessary delay will require careful changes to planning laws as
well revisions to CEQA. In fact, all these reforms should be viewed as an integrated package.
For example, the analysis of development alternatives and impacts that takes place during
the preparation of a comprehensive plan and its EIR should not be forgotten in the city’s or
county’s consideration of subsequent projects. A comprehensive system of planning that
recognizes environmental effects, remembers them, and mitigates them without having to
review every land use two or more times would mean fewer environmental documents.

After two decades of existence, CEQA is still misunderstood. Some developers still fail to
budget the time necessary to prepare an environmental document, then complain when the
project takes as long as it does. Some decisionmakers still look at CEQA as a dreary procedure
that must be tolerated so that they can finally get to the point of approving a project or,
conversely, as a nitpicky form of project review thatisindependent of other local policies and
standards. Some citizens’ groups still fail to understand that when it comes to protecting the
community’s environment or aesthetics, CEQA is a poor substitute for a thoughtful general
plan and comprehensive community design/development standards.

The purpose of CEQA is to provide decisionmakers with sufficient information about a
project’s potential significant environmental impacts (as well as its alternatives, mitigation,
etc.) to allow them to make a well-informed decision and mitigate potential adverse effects
on the environment. CEQA documents are required to provide analyses of environmental
impacts, but are not designed to resolve outstanding local land use policy issues. That is the
role of the general plan or other such planning document. Similarly, CEQA is not designed
to either approve or deny a project — that remains the responsibility of the decisionmaking
body.

CEQA provides a firm procedural basis for evaluating the potential environmental effects of
projects. However, the open-ended nature of CEQA review can inject uncertainty into the
decisionmaking process. The required level of detail and scope of an environmental review
can be unpredictable, making project scheduling more difficult. This unpredictability or
perceived randomness can also create the impression of misuse (from the points of view of
both proponents and opponents of a given project), where none has actually occurred.
Similarly, CEQA-related litigation is often cited as a common source of project delay.
However, according to a survey by the Association of Bay Area Governments, only aboutone
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percent of all local projects are the subjects of actual CEQA litigation, although the threat of
litigation may indeed lead to delay and project changes. Even so, arguably citizen initiatives
and growth caps have had a greater local impact.

The goal must be not tobury CEQA, but to revise it. CEQA is an important part of California’s
strong environmental laws. “Gutting” CEQA or making it ineffective is not in the State’s best
interests, nor would it comport with California’s long-standing commitment to environmen-
tal quality.

The CEQA work group discussed means of integrating local planning and CEQA activities
for the purpose of reducing the need for project-specific EIRs, while concurrently ensuring
environmental quality. The participants brought to the group expertise in CEQA, planning,
and permitting. The following report recommends changes to existing planning and CEQA
law and procedures.

Local Comprehensive Plan (as in Strategic Growth Proposals)

The basic purpose of land use planning is to identify those areas which are intended to be
developed in the future, and those which are not. A necessary step for improving the
efficiency and effectiveness of permitting is to revise the requirements for local general plans
so that greater reliance may be placed on their land use designations. As today, the local
comprehensive plan would be required to reflect State policies and guidelines, but those
policies and guidelines should be strengthened and clarified to offer better guidance to local
plans.

Recommendations:

* Replace current general plan requirements with a new local “comprehensive plan” that
integrates land use, housing, transportation, resources and habitat, safety, etc. issuesinto
a single policy document by streamlining and recasting the seven distinct general plan
elements currently required. In addition, the local comprehensive plan would be re-
quired to reflect State policies and encouraged to meet State growth guidelines.

Also require that, unlike current general plans, the local comprehensive plan include a
capital improvement and financing component that requires the advance planning of
infrastructure improvements and financing to service anticipated growth. State compre-
hensive plan policies and local comprehensive plan guidelines would define the mini-
mum level of capital improvements that must be provided to adequately accommodate
projected growth over the comprehensive plan’s time horizon.

- Local governments should continue to have flexibility in meeting State requirements,
In practice, the local comprehensive plan may be more specific in some portions of the
jurisdiction than others so that it can provide sufficient detail to guide project
decisions and to ensure that provisions are made for growth. The comprehensive plan
might be implemented through redevelopment plans, specific plans, zoning, or other
existing methods.

= Require all local comprehensive plans to ensure that sufficient land with adequate
infrastructure (or provisions for infrastructure) and amenable development stan-
dards is available to accommodate the growth projected within the community over
the five-year update period. Provision should be made so that a community has
sufficient growth capacity available outside of the “Special Study Areas,” or “SSAs,”
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discussed later in this report. In this regard, State standards could be set forth in the
State comprehensive plan and the CEQA Guidelines and might include: (1) limiting
the use of SSAs to identified natural habitat or resource areas; (2) excluding infill or
certain redevelopment areas from inclusion within SSAs; or (3) requiring the area
outside of SSAs to provide demonstrably sufficient land which can be developed to
meet projected local housing needs and reasonable levels of future development.

* Asit does now for general plans, OPR should prepare local comprehensive plan guide-
lines. The guidelines would describe the content of local comprehensive plans as well as
the process for preparing such plans.

* Require local comprehensive plans to be based on a 15-20 year time horizon and allow
them to be amended no more than once a year. By reducing the frequency of amendments
to local plans (four opportunities per element are currently allowed each year), a city or
county would be compelled to take a comprehensive look at the effects of such changes.

- Require a comprehensive update of the plan and its MEIR at staggered five year
intervals.

Master EIR

Pursuant to current law, cities and counties prepare an EIR or, less frequently, a negative
declaration when adopting a new or amended general plan. CEQA and the CEQA Guide-
lines provide that environmental analysis of subsequent development projects may be
avoided if the situation is not substantially different from that discussed in the general plan
EIR, or may be subject to a shortened analysis by “tiering” the subsequent project analysis
upon that already done for the general plan EIR. In practice, however, neither of these
procedures is commonly used, and new EIRs are required for projects even when they are
consistent with the general plan and largely discussed in the plan EIR.

Current law requires that an EIR identify a number of measures that, if implemented, would
eliminate or reduce the environmental impacts expected to occur as a result of the project.
When a general plan is adopted, certain of the mitigation measures contained in the plan EIR
can be incorporated into the plan itself. However, because the plan is a statement of policy
and not a regulatory document, those mitigation measures which are regulatory in nature
cannot be effectively implemented without the adoption of a separate ordinance. All too
often, in the course of adopting a general plan the regulatory measures identified in its EIR
are never put into place.

The processes of planning and environmental analysis must be integrated. Cities and
counties could make better long term use of the environmental documents prepared for their
plans. The primary focus of environmental review can be shifted to the plan level in order to
avoid redundant environmental documents and additional review of routine projects, such
as infill. Enhanced plan level review, combined with changes to planning law should do a
better job of assessing the cumulative impacts of development and requiring mitigation for
subsequent development projects, thus providing better basic environmental protection. At
the same time, adopting community standards to mitigate recognized environmental effects
would ensure that a given level of environmental protection is maintained.

Accordingly, we must recognize that not all projects warrant environmental review. In
routine cases, community-wide development standards can be just as effective as environ-
mental documents in maintaining environmental quality. For instance, small subdivisions,
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multi-family residences, and infill projects are often subject to environmental review.
However, if such developments are implementing an up-to-date general plan and meet local
development requirements that mitigate environmental impacts, the need for additional
environmental review should be greatly reduced. If the project exceeds a basic threshold of
environmental impact, then it should be evaluated, but in the context of the entire planning
and regulatory scheme.

Recommendations:

* Amend CEQA to require that a Master EIR (MEIR) be prepared for all local comprehen-
sive plans at the time of their adoption. The MEIR would address the cumulative impacts
of projected development, as well as alternative development scenarios. It would be a
broad document addressing community-wide environmental effects. The MEIR would
establish a foundation for subsequent tiered environmental review.

* The MEIR would identify those locales, if any, within the planning area which will need
further, detailed environmental study prior to development. These “special study areas”
(S5As) would also be identified on the local comprehensive plan. Further, the MEIR
would specify the particular environmental studies that are to be required within each
SSA. The required studies would be completed prior to development within SSAs, and
any necessary mitigation employed. This requirement would effectively establish the
scope of future environmental review. No SSAs would or need be established if the
community lacks areas requiring additional detailed environmental review. SSAs should
follow statutory criteria and be the exception rather than the rule, especially in existing
urban areas. For example, a vacant lot surrounded by other urban development would
not typically be considered “environmentally sensitive.”

= Require that the local comprehensive plan address SSAs in the same manner as the
rest of the planning area. SSAs could only be employed in areas which need specific,
detailed studies which are beyond the scope of the MEIR. However, designationasan
SSA would not be an excuse for not otherwise planning a particular area, nor could
identification of an SSA be based on environmental effects not identified in the MEIR.
This would prevent a city or county from dodging its growth responsibilities by
simply designating all or most of the community an SSA.

~ Amend CEQA to require that subsequent negative declarations and EIRs for projects
within SSAs “tier” upon the MEIR. Development within SSAs would fall into two
categories: (1) Projects which, as a result of the studies submitted, are found to have
a non-significant impact or limited impact which can be mitigated; and (2) projects
which the submitted studies show would have a significant impact. A mitigated
negative declaration would be required in the first case; an EIR would be required
only for the second category of project, and only for those aspects of a proposed
project not already treated in the MEIR or local comprehensive plan.

* Amend CEQA to require that the mitigation measures contained in the MEIR and found
to be the responsibility of the city or county (as provided in current law) will be
implemented by local development standards to be adopted by ordinance in conjunction
with the local comprehensive plan. The development standards would effectively imple-
ment a minimum jurisdiction-wide level of environmenital protection, based on the
MEIR.
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- The development standards could include plan-related requirements such as “level of
service standards,” as well as environmental measures such as reseeding steep slopes
or avoiding riparian areas as needed. Level of service standards would be used to
establish thresholds for future infrastructure needs and improvements, linked to the
extent, timing, and financing of the capital improvements needed for the implemen-
tation of the local comprehensive plan.

* Amend CEQA to provide that small and routine projects that are consistent with the
comprehensive plan, comply with adopted development standards, and that are outside
of SSAs would not be subject to further CEQA review. Such projects would be reviewed
for consistency with the comprehensive plan and inclusion of all development standards.

— Require agencies to establish thresholds of significance to guide the evaluation of
larger projects. Projects exceeding such thresholds would require additional review in
order to develop standards which mitigate their impacts.

* Revise the CEQA Guidelines to describe the contents of an MEIR, provide general impact
thresholds relative to local comprehensive plans, establish criteria for the creation of
S5As, and establish minimum standards for “mitigation banking” programs. In addition,
the list of CEQA exemptions could be expanded to include design review and specified
infill development, if necessary.

~ Mitigation banking, which might include establishing development fees to fund the
purchase of sensitive lands, or habitat conservation area programs mandating the
preservation or restoration of specific habitat areas, can provide a jurisdiction-wide or
region-wide level of environmental protection for sensitive plant and animal species.
As part of the development standards adopted in conjunction with a comprehensive
plan and MEIR, mitigation banking could integrate advance planning with environ-
mental protection.

Project Review under the Local Comprehensive Plan and MEIR

The above model would effectively reduce the need for case-by-case environmental review
of many individual projects as this analysis will be performed at the comprehensive plan
stage. The three basic levels of project review are summarized below.

(1) Routine or infill projects that are consistent with the comprehensive plan, comply with
adopted development standards, and located outside of S5As.

- The permitting process would review the project against the local comprehensive
plan and applicable ordinances. Once plans are checked and found to comply with the
plan and applicable development standards, the permit would issue ministerially in
many cases.

~ Generally, no additional environmental review would be required. State/federal
requirements enacted subsequent to the local comprehensive plan would apply to all
permits just as they do today. Projects which exceed adopted environmental thresh-
olds would be subject to limited review to establish mitigation measures.

~ This encourages routine development in those areas where it has been planned for
and is best suited. At the same time, the development would be subject to develop-
ment standards aimed at mitigating any environmental impacts.
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(2) Projects within SSAs.

— These projects would be subject to further, focused environmental review resulting in
the preparation of either a mitigated negative declaration or supplemental/subse-
quent EIR. The review would tier upon the MEIR so that potential impacts will be
evaluated without the need for a full new EIR. All parties concerned would know the
scope of the required environmental analysis in advance because the environmental
review would be generally limited to those topics identified in the MEIR.

= Generally limiting the scope of the environmental analysis to the studies identified in
the MEIR in effect performs, on an SSA-wide basis, the “scoping” process that
currently precedes the preparation of individual environmental documents.

(3) Local comprehensive plan amendments, including private projects which require an
amendment.

— A project-specific environmental document would be required for the proposal, the
scope of which would be determined at the time.

— This does not offer the certainty or timeliness of development occurring in areas as
originally planned, and would act as a disincentive to development that is not
consistent with the comprehensive plan.

Regional-Level Agency

In response to local demand, new restructured COGs would act as distribution points for
State data. In this capacity, a COG would make available to local governments State-
generated information on transportation, air quality, land use, habitats, etc. COGs could also
produce information and conduct research independently, as they do today. A common,
readily accessible source of basic information would simplify planning activities, encourage
consistency among local government plans, and reduce the effort needed to collect data for
environmental analyses.

CEQA Challenges

The above “front end” procedural changes should reduce the frequency of CEQA challenges
by shifting the focus of land use conflicts to more fundamental planning questions.

This may mean fewer environmental documents, but at the same time it would require
tougher local development standards addressing environmental quality. Development
standards offer predictability and consistency, ensuring the maintenance of a given level of
environmental protection. It is simply inefficient to prepare environmental documents for
each individual project for the purpose of imposing development standards if such stan-
dards could have been imposed by a community-wide ordinance. The information provided
by EIRs can be used to develop community standards which will mitigate recognized
environmental effects.

This proposal does not eliminate the ability of citizens to protest particular land uses.
However, it increases the importance of the local comprehensive plan and moves the forum
for protest primarily to that venue. This encourages a broad view of land use issues and their
interconnections, including cumulative impacts. For practical purposes, the opportunity for
- third-party challenge on CEQA grounds would be reduced because fewer projects would be
subjected to individual environmental review.
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Further, it emphasizes local development standards so that in many cases the battle over
conditions of development will be fought once, over the community standards, rather than
many times, over the ad hoc standards to be imposed on individual projects. This offers a
more rational approach to development — identifying areas to be developed and the
standards for that development.

The following general recommendations are also made in order to limit unreascnable CEQA
challenges:

» The State should establish one or more optional alternative dispute resolution proce-
dures at the regional level, such as mediation, which may be utilized instead of court
action to resolve CEQA disputes. Any such procedure should be subject to time limits
for decision. : _

e Narrow the use of the “fair argument” standard. Courts have interpreted the fair
argument standard to hold that if there is any substantial evidence from which a fair
argument can be made that would indicate the existence of a significant environmen-
tal effect, then a negative declaration is not appropriate and an EIR must be prepared.
Instead, the standard of review in the event of court challenge to infill projects which
are approved based on negative declarations would be the narrower “substantial
evidence” test, provided that the applicant has included in the project the mitigation
described in the comprehensive plan. This change would require that substantial
evidence be presented showing adverse environmental impacts, with the result that
an EIR should have been prepared. In operation this means that certain project
approval decisions, if founded on evidence, are entitled to a presumption of regularity
and challengers must meet a greater burden of proof.

¢ Revise the definition of “project” in both statute and the CEQA Guidelines to clarify
that the scope of required CEQA review is limited to clearly environmental effects.

The following possible CEQA changes were discussed, but were not recommended at this
time for a variety of reasons:

 LimitCEQA-related and other challenges to planning decisions to binding arbitration
proceedings, removed from the courts entirely. The State would establish standards
for such arbitration, including the use of masters familiar with CEQA and planning
law and specific periods for initiation and completion of arbitration. Group members
agreed that specific alternative dispute resolution tools such as binding arbitration
could not be recommended until there is a more concrete idea of what a growth
program will entail and a better analysis can be made of their pros and cons. Binding
arbitration is currently available to CEQA litigants, but is seldom used.

e Create a special land use appeal board, as has been done in Oregon, that would
adjudicate challenges to the adoption or revision of comprehensive plans and related
MEIRs. The judges or masters would be selected to serve on this court by the Governor
and would be required to have expertise in planning and CEQA law. Specific periods
would be established during which a decision may be appealed and the appeal board
must render its decision. Members expressed reservations over the idea of a special
land use court or appeal board on the premise that this might make frivolous appeals
easier. On the other -hand, evidence from Oregon’s analogous “Land Use Board of
Appeals” indicates that only about one percent of all actions are appealed.
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* Specify in CEQA that the losing party in arbitration would pay the winner’s costs,
with the arbitrator retaining some discretion for awarding costs on the basis of the
decision. Awarding full costs may not be justified if there is no clear “winner.” Some
members noted that this is already the case in CEQA litigation. Again, the group did
not feel comfortable in making specific recommendations regarding alternative dis-
pute resolution mechanisms.

* Establish that plans and MEIRs that have been certified by the new COGs be given a
presumption of validity in any challenge. This would increase the burden of proof on
the challenging party, particularly with regard to the MEIR. This idea was not
supported by all group members. Concern was expressed that COGs, being com-
posed of local government officials, would certify plans on the basis of least common
denominators, failing to give compliance with State policy a critical review. Alterna-
tively, State agencies could be allowed to retain the ability to challenge plans under
current rules. Another alternative might be to allow jurisdictions to request State
certification of their plans and MEIRs, thereby gaining a presumption of validity.

* Eliminate all third party challenges to specific project decisions. At the same time,
allow duly constituted government agencies — neighboring jurisdictions, State or
regional agencies, and county district attorneys, for example — to challenge indi-
vidual projects. The group did not recommend totally eliminating third-party chal-
lenges for a variety of reasons, including assertions of due process considerations and
the need for a check on illegal or unreasonable actions by cities and counties. The
group members believe that reforms to planning law and the recommended changes
to CEQA would make third-party challenges less frequent and eliminate many
current opportunities for challenges on CEQA grounds when projects are consistent
with the local comprehensive plan.

Final Word

In closing, it must be noted that there were a number of issues on which the members of the
work group did not agree. As mentioned above, the question of eliminating third-party
challenges was hotly debated. In addition, a proposal to require the use of specific plans as
ameans of specifying development increments was discussed in detail. Some members of the
group saw specific plans as a convenient method of delineating areas to be subject to
development over a five year period and a tool for detailed land use planning. Others felt that
preparing both a comprehensive plan and mandatory specific plans would be as much work
as preparing a detailed comprehensive plan and would have the potential of creating
inconsistencies between the plans. In the end, the idea was left for another day. Finally, some
members felt that these recommendations may simply substitute new, equally onerous
regulations on development, and urged that all subsequent development consistent with a
local plan be categorically exempt from CEQA review.

The debate and issues of disagreement among the work group members form a microcosm
of thelarger debates that will undoubtedly accompany these proposals as they move through
the legislative process. As with this report, the final product may not meet with the complete
approval of all parties.
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BUILDING CALIFORNIA’S FUTURE: -
USING THE CALIFORNIA INFRASTRUCTURE FINANCE AGENCY
TO SUPPORT LOCAL INFRASTRUCTURE INVESTMENTS

Report of the Growth Management Infrastructure Panel

INTRODUCTION

Infrastructure is the physical backbone of our modern society. Public investments transport
California’s citizens and products, educate our children, provide our water, remove our
waste products, and clean up our environment. Like a broken back, a broken infrastructure
can paralyze the economy.

The Congressional Joint Economic Committee estimates that, due to our failure to invest
enough to maintain older infrastructure, the U.S. will face a $450 billion backlog in needed
spending by the year 2000. A crude guess at a comparable number for California would be
well over $50 billion. The recent long-range capital outlay plan submitted by the Department
of Finance has planned for $54 billion in State outlays alone.

We already see the results of failing to modernize our state’s infrastructure: California’s
productivity, which grew much faster than the national average in the 1950s and 1960s
during our investment boom (when defense, education, water, and highway investments
were all high), since the late 1960s has limped along, growing only half as fast as the
country’s. Clogged freeways have wasted billions of hours of lost work time; inadequate
schools have graduated hundreds of thousands of underemployed workers. As a result,
wages have fallen behind inflation — the average California worker today makes 13% less
today than a generation ago (the average U.S. worker’s wages have stayed about the same).

Infrastructure investments also more than pay for themselves: economic studies generally
report social rates of return (the total return on an investment to all members of society) on
the order of 25% or more.

Infrastructure, like other investments, is an up-front expenditure that yields benefits over the
life-span of the road, bridge, reservoir, school, or waste treatment plant. Since these assets
often have useful lives of fifty years or more, they can be financed through long-term
borrowing in the bond market. In fact, payment should be spread over time, since several
generations will benefit from the investment.

The Panel believes that, as California continues to grow, the State must actively assist those
jurisdictions who are willing to build needed infrastructure and to do their share, including
those jurisdictions who are willing to cooperate with their neighbors and approach infra-
structure needs on a regional basis where needed. Infrastructure of all kinds—roads, sewers,
water facilities, schools, modern telecommunications—can be a powerful impetus to strate-
gic economic growth to revitalize California’s prosperity and create jobs.

Accordingly, the Panel proposes expanding the powers of the current California Housing
Finance Authority (CHFA) to infrastructure generally. The renamed California Infrastruc-
ture Finance Authority (CIFA) would act as a State infrastructure bank, with a portfolio of
methods for meeting the infrastructure needs of California residents without placing the
State in an unwarranted risky situation. It should be given broad discretion to choose, based
on resource constraints, a mix of several different approaches. They are discussed below in
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order of their fiscal impact. By granting an expanded CIFA flexibility, the State can give it the
agility to respond to changing market conditions while protecting the State’s fiscal health.

ROLE OF CIFA AS A STATE INFRASTRUCTURE BANK
Under the terms of this proposal, CHFA would be renamed CIFA, and be authorized to:

(1) Provide publicity and technical support for the use of VLF revenues to back bonds.
(2) Pool local government borrowing,

(3) Provide matching grants to qualified jurisdictions.

(4) Directly buy down interest rates.

A fifth mechanism, provision of loan guarantees, by pledging either the State’s “full faith and
credit” or “moral obligation” to repay, is more controversial and potentially risky (see
below).

In all cases, CIFA should focus on two classes of borrower: those jurisdictions that meet
growth management objectives (e.g., zone for higher housing densities, especially along
transportation corridors); and those jurisdictions whose further (desirable) developmentis
particularly constrained by inadequate infrastructure (e.g., depressed rural economic
centers). School construction is specifically excluded from all of these options, because school
districts’ needs are a unique issue to be dealt with separately.

BANK POWERS
Relatively Inexpensive Powers

(1) Publicity and technical support of local infrastructure bonds backed by Vehicle
License Fees (VLF). -

Local jurisdictions presently have the authority to secure bonds with VLF revenues, as
provided in Sec, 25350.55 of the Government Code, passed in the 1989-90 session (AB 1375,
Costa.) Rating agencies have assigned such secured bonds an “A” rating. Any jurisdiction
whose general obligation bonds are rated below A would have their credit enhanced by
pledging VLF dollars, saving between .20 and .80% on their interest rate. This type of
financing is particularly appropriate for infrastructure bonds since the projects they pay for
typically are pure public goods (i.e., they do not charge back a reasonable rate of return to
their users) such as local roads and bridges, water delivery systems, and sewage treatment
plants. VLF funds, which are linked to economic growth, are an appropriate way to pay for
projects intended to generate that growth.

According to the rating agencies, this credit enhancement has hardly been used—only two
jurisdictions have tried, and neither has succeeded—for several reasons: ignorance on the
part of both locals and underwriters due to lack of publicity; very strict guidelines on debt
service coverage; and underwriters’ general reluctance due to the volatile nature of VLF
{(which varies widely with the business cycle, since purchases of new vehicles are usually
discretionary and can be delayed in a recession).

Standard and Poors feels thatan active effort by the State to publicize this credit enhancement
tool and offer technical assistance would legitimize it and begin to generate borrowing
volume. In time, debt service coverage requirements might be moderately reduced (from the
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current guideline whereby a jurisdiction’s lowest annual VLF revenue in the past five years
must exceed 2.5 times the bond’s annual debt service). Volume would probably never be very
large—perhaps a few tens of millions a year—but the virtually costless reduction in borrower’s
interest rates would be, according to representatives from the League and CSAC, attractive
to a number of jurisdictions. ' '

Under this option, CIFA would be responsible for publicizing this credit enhancement and
offering assistance to jurisdictions interested in taking a proposal to market. By informally
“sponsoring” the first few successful offerings, CIFA would place a State seal of approval on
the securing of infrastructure bonds with VLF, thus encouraging greater market acceptance.

Pros: Very modest cost to the State, and no additional cost to locals.

Cons: Benefits are correspondingly modest. The speed of their arrival depends on market
acceptance of these secured bonds.

(2) State lease/purchase pooling of locals’ borrowing.

Access to the bond market is not equal for all parties. Small political entities pay a higher
price, not only because of any differences in their credit-worthiness (very small cities may be
entirely unrated), but because of the fixed costs of a bond issute. The typical $20,000 in bond
counsel and other fees is a significant fraction of a $500,000 or $1 million borrowing,

The League of California Cities (LCC) and the California State Association of Counties
(CSAC) each have programs to increase market access by “bundling” together the capital
needs of several members. In each program, entities’ borrowing requirements are pooled.
Individual pool participants pay somewhat differentinterest rates, reflecting theirrespective
ratings. The League’s program (the California Cities Financing Corp.), concentrates on
lease/purchase financing of real property, where private investors borrow to develop assets
that are in turn leased back by cities. The program has made loans for facilities in an average
of seven cities or special districts a year since it began in 1985.

CIFA could take advantage of and encourage expanded participation in existing lease/
purchase pooling programs run by the League of California Cities and CSAC, without any
State subsidy. Local entities would sign a certificate of participation and lease a project paid
for and owned by the State. Although the local entities would not receive reduced interest
rates, they would save money by splitting one-time costs {e.g., bond counsel). League and
CSAC representatives indicated that State involvement would significantly add to the
attractiveness of pooling since the State would be showing its support of this program.

Pros: Almost no State cost to administer. Eliminates requirement for local entities to pass
a bond measure.

Cons: As this is a minor extension of the existing private program described above, local
entities have little incentive to meet the State’s growth management requirements.
The added savings to them are minor. More importantly, this could be portrayed as
a subversion of Prop. 13, because local governments can participate by voting to lease
the infrastructure rather than requiring voter approval for a bond measure. Finally,
the State would be financially exposed if a local jurisdiction ceased making lease
payments. Because the infrastructure is legally leased and not paid for with bor-
rowed money by the local government, during hard economic times a local govern-
ment could vote not to pay the lease, but they would most likely retain the use of the
infrastructure.
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More Expensive Powers

The suggested CIFA powers below entail more substantial State subsidies to local borrowing
for infrastructure projects. These would substantially increase the attractiveness of such
projects to local authorities.

(3) CIFA should provide matching grants to qualified jurisdictions. CIFA would issue
general obligation bonds at the State’s interest rate, with the proceeds used to make grants
and loans to cities and counties to fund local infrastructure improvements. Direct grants
should be made on a matching fund basis (50/50) to those jurisdictions that meet voluntary
strategic growth guidelines. '

When lending, CIFA could charge borrowers the State’s interest rate (plus one or two basis
points — hundredths of a percent — to cover administrative costs). Local jurisdictions would
see significantly lower borrowing costs (roughly .40 to .80 percent a year) without direct costs
tothe State. The Infrastructure Panel recognizes, however, that there could be an effect on the
State’s bond rating if total State borrowing for this program exceeded $500 million. Some
effect may be justified if the funds are used wisely to shape development and spur economic
growth.

Pros: Allowing CIFA to issue GO bonds and loan their proceeds to local jurisdictions
would result in little or no costs, provided the Bank charges borrowers at least the
rate as it borrowed. Administrative costs could be covered by levying a minor
surcharge. Borrowing at the State rate would reduce local costs even more than using
VLF backed bonds: by up to 13% or $80,000 to $160,000 over the life of a 20-year, $1
million loan.

Cons: Direct grants would resultin a firsthand cost to the State, the benefits of which would
be offset by an increased number of projects. Allowing CIFA to issue GO bonds
would require voter approval. This would be risky because bond issues success rate
has been abysmal for the past several years. Those that have been successful have
generally been much more targeted than an infrastructure bank bond issue could be.
Also, the additional State bonds would increase the total indebtedness of the State
even though backed by locals’ revenues.

Ifappropriate and accepted criteria were enforced to protect the revenue stream from funded
infrastructure, this program could also be funded through State revenue bonds.

(4) CIFA buy-down of locals’ interest rates. The State should also be authorized to
administer a pooling program, as in option (2) above, and also buy down interest rates for
local jurisdictions meeting State requirements. That is, instead of directly lending to local
governments and districts as in option (3), CIFA could offer to pay down 40 to .80 percent of
locals’ borrowing which is what local governments could save if they were to borrow at the
State interest rate.

Pros: Administratively simpler than establishing a lending bank.

Cons: TheState would have toannually appropriate roughly .50% of the accumulated value
of the locals’ bonds to cover the interest subsidy. For example, if $2 billion in bonds
were outstanding, the State would be responsible for roughly $10 million in interest
subsidy. Unlike the previous option which “passes through” the State’s borrowing
rate, this option would cost the State money.
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State guarantee (“moral obligation” or “full faith and credit”) of locals’ bonds.

An immediately less expensive but potentially riskier financing mechanism would be for
CIFA to offer to guarantee the payments of infrastructure bonds of those local jurisdictions
that meet growth guidelines. Locals would still issue bonds in private capital markets, but
at interest costs that are only .25 or .35% (instead of .40 to .80%) above the State rate. On a 20-
year, $1 million local bond, this would constitute a cumulative savings of $30,000 to $30,000,
or roughly 3 to 8% of the local’s borrowing costs.

The guarantee itself could be either a “moral obligation” or a “full faith and credit”
guarantee. Under the first type of guarantee, CIFA payments on any defaulted bonds would
be subject to annual appropriation. A “full faith and credit” guarantee, while it could save
locals another .20 to .30% a year, might face constitutional challenges. (Article XVI, Sec. 6
states that “The Legislature shall have no power to give or to lend... the credit of the State...
for the payment of liabilities of any individual, association, municipal or other corporation
whatever....”) The “moral obligation,” by contrast, does not commit the State’s credit, so its
credit-enhancing effects are partly diluted (by about 1/4 to 1/3). The “moral obligation”
guarantee provides some insulation for the State from the default risk of local bond issuers
(it may, however, be that the political obligation assumed will probably be the same regard-
less of the legal nature of the State’s guarantee).’

Reducing local borrowing costs by 1/4 to 1/2% a year may seem quite modest, but
representatives from both the League of Cities and CSAC believe that credit enhancement by
the State would generate substantial new volume. The total amount of new infrastructure
investment that could be stimulated is highly speculative, but could be in the tens of millions
of dollars a year. It is possible, however, that the principal effect would be to shift investments
from other types to this advantaged category, as opposed to generating new investment.

Pros: Virtually no shori-term fiscal impact. The State would not directly subsidize borrow-
ing, but through its guarantee it would reduce the risk to bondholders.

Cons: As the federal savings and loan bailout illustrates, the actual financial exposure from
government loan guarantees is difficult to measure and predict. The least credit-
worthy entities would be the ones most likely to avail themselves of a guarantee
program, and possibly the most likely to walk away from fiscal obligations if the State
were a fallback. Furthermore, the prospect of a State bailout-~which would probably
be politically if not legally imperative—could loosen the fiscal discipline of some
jurisdictions. Any program that would, even remotely, confer state liability onto
locals’ bond defaults risks exposing the State to open-ended financial risk. Despite
the protections offered by the looser “moral obligation” guarantee and the borrower’s

UIf further protection were desired, it could be obtained by making the State guarantee contingent on the
bond issuers’ pledge of motor vehicle license fees (VLF), discussed above, to secure their credit. The VLF pledge
provides additional security to lenders and thus reduces default risk to the State. Such a pledge would not,
however, provide any further enhancement of the locals’ credit beyond that offered by the State’s guarantee: a
typical VLF financing is rated 1-2 bond rating categories below the State’s own rating, which is the same rating
as a local issue guaranteed by a State “moral obligation.” Local jurisdictions which were willing to pledge these
revenues o repayment of their bonds would get no further credit enhancement out of a State guarantee, and
therefore would have no incentive to meet State growth management or project guidelines.

A requirement to pledge VLF revenues might offer the State some financial protection, but it would
completely dilute the incentive value of the “moral obligation” guarantee and undercut participation in the
Bank. Therefore, the infrastructure panel recommends against making a VLF pledge a required part of this
option,
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pledge of VLF fees, a strong screening committee would be needed to review
applicants’ creditworthiness.

The potential risk in this mechanism, and the lack of consensus among panel members,
indicate that it warrants further study and comment before any affirmative recommendation
is made.

Recommendation

Legislation should be introduced empowering an expanded CIFA to implement each of the
first four options, subject to annual appropriation. Authorization should be obtained now,
even if funds currently available limit CIFA’s new powers to the less expensive group.
Consideration should be given to placing abond issue on the ballot in the next election so that
resources are available when fiscal conditions permit (see discussion below).

FUNDING

Funding sources described here for the proposed CIFA are those that could logically linked
to infrastructure renewal and strategic growth.

(a) CIFA could charge an annual “membership fee” to participating entities. As long as the
fee were substantially less than savings (e.g., a .10% fee diluting .50% to .70% savings), local
entities would still have an incentive to participate.

(b) Public and private pension funds and State employees’ deferred compensation funds
could be encouraged to invest in CIFA. A State tax deduction for the contribution and an
exemption for the income (both of which represent de facto tax expenditures) would make
CIFA an attractive investment. '

{c) Borrowing. The State currently has roughly $9.5 billion in general obligation borrowing
authority passed in previous bond acts. These funds are all earmarked for specific types of
projects, but the Department of Finance should review them to establish if any of their
guidelines could be interpreted to allow these funds to be used for local infrastructure, in
accord with voluntary State growth guidelines.

In addition, however, California’s infrastructure needs are such, and the role of infrastruc-
ture as a catalyst for economic growth and jobs is so significant, that the Panel believes
additional bonded indebtedness may be justified in order to help the State developinasound
manner consistent with growth guidelines. However, the current fiscal and economic
conditions in California are so bleak that borrowing through new, or existing authorized but
unissued bonds, could in the short run impede the State’s bond ratings. Borrowing that
reduced the rating by one category would add roughly $2 million in annual debt service per
billion dollars of new bonds sold. However, such borrowing may well be a sound means of
creating the conditions for future economic growth (and tax revenues). For example, if
infrastructure renewal added one-tenth of one percent to the annual growth in personal
income, it would generate $20 million in extra personal income tax revenues per year.
Therefore, the use of State bond funds should be focussed on projects that will unambigu-
ously generate economic growth, a criterion that fits most well-chosen infrastructure projects.

The panel rejects two other funding options:
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(d) Some commentators have suggested a real estate transfer tax or an additional gasoline
tax as funding sources. The panel does not believe additional taxes are advisable at this time,
and notes constitutional problems (from Prop. 62) with a real estate transfer tax.

(e) Some fraction of developer fees could go to CIFA. Fees will amount fo roughly $5 billion
annually when construction returns to amore “normal” condition (250,000 housing units per
year versus less than 200,000 this year). This might have to be collected as a direct State fee,
because of the constitutional prohibition on State levies of local taxes. One liability of this
option is that it would be a further impact on the real estate industry and add to housing and
development costs.

One way or another, those responsible for determining the State’s spending priorities — the
Legislature and the Governor — should decide where additional infrastructure money
should come from, and, if through a redirection of existing resources, from whom.

CONCLUSION

An expanded CIFA should be established, with all of the powers outlined above. It should
assist in financing for jurisdictions that follow State strategic growth guidelines, and for rural
jurisdictions whose development is constrained by inadequate infrastructure. Even the less
expensive powers are a small but useful step to help communities deficient in infrastructure.
Interest on the part of local entities seems to be considerable, based on the comments of their
association representatives, so even this modest step could make a visible difference. In later
stages the program can be expanded.

An expanded CIFA can be a useful symbol, demonstrating that the Wilson Administration’s
commitment toreverse two decades of neglect and is eager to make California’s economy the
most modern in the world. Lending will concentrate where it will get the highest return: the
“other California” that did not benefit from the 1980s boom, and which will be the locus of
much of the State’s future growth; and those communities serious about managing growth,
revitalizing the economy, and making the State a better place to live.
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INTRODUCTION

The Growth Management Council has examined the current plethora of existing regional or
county authorities, and single-subject agencies, and concluded that local government and
the State would be better served by a higher degree of coordination and some degree of
consolidation.

The Council has concluded that the most likely and ready vehicle for such coordination and
consolidation are Councils of Government, or “COGs”. The Council recommends that new,
reformed Councils of Governments (“new COGs”) succeed to the planning functions of
existing councils of governments and absorb a number of other regional and subregional
planning responsibilities, such as regional coordination of Congestion Management Plans;
Regional Transportation Planning Agency (RTPA) duties; regional solid waste and low
level hazardous waste planning; regional “fair share” housing; regional siting of locally
undesirable land uses (LULUs); and regional mitigation banking; and other matters appro-
priate to a role as a regional forum and clearinghouse. Other current planning functions
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should also be reviewed for potential consolidation, such as those that may be performed by
county Local Agency Formation Commissions (LAFCOs) or Airport Land Use Commis-
sions (ALUCs).

Consolidating regional planning functions in new regional planning agencies shaped by
existing Councils of Governments has several advantages. The COGs have existing staff and
structure already formed on a regional basis, and the members of the councils have familiar
working relationships. The councils are perceived as “bottoms-up” organizations because
they are formed by local governments, not the State. There would be no additional layer of
government, but rather improved coordination and some consolidation of existing entities.

In addition, the Growth Management Council is recommending the implementation of a
five-year Integrated State Plan to coordinate and integrate specified planning elements,
such as a State Housing Plan, a unified Transportation Plan, and a Resource Protection and
Conservation Plan. This plan should require consistency from all State, regional and local
bodies. To this end, the new COGs would be responsible for coordination of regional
planning with the Integrated State Plan.

The new COGs would not be “regional government” because they would remain primarily
planning, coordination, and mediation bodies without the traditional powers of general
government: they would have no taxing authority, no general land use powers, and few if
any operational duties.

There are both advantages and disadvantages to the regional structure of COGs. The
structure is flexible, as it is self-determined and not legislatively established. This flexibility
allows the organizations to adapt to the needs of the region as necessary. On the other hand,
participation in these organizations has been voluntary, and not all local governments have
accepted or are content with COG membership or boundaries. The existing COGs have no
real enforcement powers. Funding is based upon federal and State grants and membership
fees. Boundaries do not always reflect regional concerns, and it is difficult to develop a
regional political constituency for actions which may be necessary.

The corollary of enhancing the current role of COGs, or using them for new purposes, is that
their structure, procedures, balance, and even boundaries must be subject to new review,
probably through a public process. Care must be taken that they remain “bottoms-up”
organizations responsive to local governments, and that any agency role on behalf of the
State be accompanied by oversight. COGs should be a bridge between state and local
governments, and not free-standing entities in themselves. Further, in the State’s larger,
multi-county urban areas, some mechanism must be found to make new COGs responsive
at the county level, possibly through subregions.

Each of the functions or bodies suggested for coordination or consolidation is now exam-
ined, starting with the existing Councils of Government.

A. EXISTING FUNCTIONS

1. Councils of Governments (COGs)

Purpose

Councils of Governments, or “COGs,” are voluntary agencies formed as joint powers
agreements by cities and counties. COGs perform planning duties on issues that transcend
city limits and in some instances, county boundaries. There are currently 19 active COGs
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(three are inactive) in California which encompass 44 of the 58 counties and more than 440
cities. The largest COGs are SCAG, with 15 million people in its 6-county Southern Califor-
nia area; ABAG, with over 6 million in the 9-county Bay Area; the single-county SANDAG
in San Diego with 2.5 million people; and the Sacramento area SACOG, with 1.7 million

people in 2 counties and in portions of two others. '

Although the specific duties and levels of activity may vary between the 19 different COGs,
there are a few common purposes for which these councils were formed. In recent years, the
regional role of COGs has been to serve as a forum in which local governments can prepare
area-wide plans, deal with regional issues, set policy, strengthen the effectiveness of local
government, provide technical assistance to member jurisdictions, and develop and main-
tain a regional database. Traditionally, these efforts have been primarily focused in the areas
of transportation and housing. COGs also serve as the area-wide clearing house for review-
ing and assuring consistency between federal and State plans, projects, grants, and carry out
various federal and State mandates.

Governance

COGs are currently made up of city council members and members of the county boards of
supervisors. Membership in a COG is voluntary as is compliance with COG directives and
recommendations. COGs are governed by a board of directors usually appointed by the
county board(s) of supervisors and the city councils within the geographic boundary of the
COG.

Creation mechanism

Neither State nor federal law requires the establishment of Councils of Governments. Most
COGs are formed by joint powers agreements which were authorized in 1949, under the
provisions of the Joint Exercise of Powers Act. The local formation of regional planning
bodies is also authorized by several State statues: the District Planning Law, the Regional
Planning District Law, and the Area Planning Law; however, these authorities are rarely, if
ever, used.

Although Councils of Governments have power under State statute to formulate policies,
their only enforcement role is a limited one derived from the federal government: COGs are
certified by the federal Office of Management and Budget to act as regional clearing houses
in reviewing federal (A-95) grant applications by local agencies to determine whether the
applications conform to regional plans.

In many instances, COGs also are designated under other regional roles, varying from
region to region: Metropolitan Planning Organizations (MPOs) under federal surface trans-
portation law; Regional Transportation Planning Agencies (RTPs) under State law; and
Lead Planning Organizations (LPOs) under federal clean air legislation.

Boundaries

COGs are formed by joint powers agreements, voluntary action of interested governments
within a region. The boundaries are determined by the city councils and county boards of
supervisors. There is no regulation or general guideline on fringe area COG boundaries.
However, if a COG assumes federal duties, the boundaries may not divide a defined
metropolitan area and the counties of that metropolitan area. For the most part, COGs are
limited to the borders of a single county. However, there are seven multi-county COGs,
covering most of the large urban areas in California. The Southern California Association of
Governments is the largest COG in the State and covers six counties and 182 cities. A map of
current COG boundaries is attached.
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Existing funding sources

Under current law, COGs have no taxing or fiscal authority. The sources of funding for
COGs differ, but most often the COGs rely on revenues from federal, State, and local grants;
State and local contracts; private contracts or fees for services; annual dues from member
governments; State sales tax; charges for publications; and fees for technical assistance and
services to member organizations.

COGs are currently funded from a variety of sources depending upon their particular
responsibilities. These include State and federal transportation funds when the COG is a
Regional Transportation Planning Agency. Many COGs charge for research and other
marketable products such as demographic projections or traffic models. Also, many COGs
actively pursue public and private grant money for special studies. In addition, COGs may
be funded by dues levied on each member city and county.

Just as COG revenue sources vary, so do their expenditures. The activities of current COGs
are based upon the needs of the specific region. However, spending is generally directed
toward: transportation planning, housing “fair share” planning, technical assistance to local
governments, regional growth planning and monitoring, federal clearinghouse, air quality
planning, Airport Land Use Commission coordination, solid waste planning, economic
development, maintenance of regional databases, solid waste management planning, and
area agencies on aging.

The budgets of individual COGs vary from year to year based on the amount of federal,
State and local funds available. There are vast differences between the budgets of the
separate organizations due to their different size and the different functions they perform.
For example, the San Diego Association of Governments (SANDAG) had a 1992 projected
budget of $8.2 million; the Association of Bay Area Governments estimated its budget at
$6.5 million; and the Southern California Association of Governments’ 1991 budget was
roughly $11 million.

Recommendation

COGs may be empowered fo certify local comprehensive plans for consistency with State
requirements. This would increase COG importance as regionally based planning agencies.
Provisions should be made to ensure that COGs are governed in a representative manner
that is fair to all their members. The State should allow COGs to choose their own method of
governance, whether providing proportional or jurisdictional representation, or a combina-
tion of both, but should also establish a default method that would become effective in the
event that the COG members cannot agree by a date certain.

Legislation should grant the new COGs the funding that otherwise would have gone to the
agencies which they supersede, or which is earmarked for the planning functions, such as
congestion management and integrated waste disposal, which are transferred to the new
COGs. By requiring local membership and at least partial COG funding through mandatory
dues, this may create a State mandated program for which the State would be required to
reimburse local governments’ costs.
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2, Transportation
a. Regional Transportation Planning Agencies (RTPAs)

Purpose

RTPAs are responsible for the preparation and adoption of regional transportation plans
(RTPs) and the regional transportation improvement program (RTIP) to establish a coordi-
nated and balanced regional transportation system, including mass transportation, high-
way, railroad, maritime, and aviation facilities and services. During their work, RTPAs
must consider and incorporate the transportation plans of cities, counties, districts private
organizations, and State and federal agencies. Finally, RTPAs ensure that RTPs and RTIPs
are consistent with the Air Quality Plan for their area.

Governance

RTPAs may be Local Transportation Commissions (mostly in rural counties), Councils of
Governments (such as the Southern California Association of Governments and the Sacra-
mento Area Council of Governments), statutorily created agencies {the Metropolitan Trans-
portation Commission in the Bay Area, and the Tahoe Regional Planning Agency) or
Metropolitan Planning Organizations (MPOs), and may therefore be governed in a variety
of ways. There are currently 43 RTPAs in the State. Of those 18 are COGs, 23 are LTCs, and
two (MTC and TRPA) are statutorily created agencies. 14 of the RTPAs are also MPOs.

Creation mechanism
RTPAs were established by the State in 1972.

Boundaries

RTPA boundaries are designated by the Secretary of Business, Transportation, and Hous-
ing.

Existing funding sources

Depending upon the functions and composition of the specific RTPA {e.g., if it is statutorily
created, an MPO, multi-county, rural, or urban), an RTPA can receive funding from a
variety of sources, including Federal Urban Mass Transportation and Federal Highway

funds, State Transportation Planning and Development and Transportation Development
Account funds, and funds from local sales taxes and local agencies.

Generally, in preparing its region’s RTIP and RTP, the RTPAs will use State Transportation
Planning and Development and Transportation Development Account funds, and other
funds which may be available for related work. However, if it has other responsibilities and
resources, additional funding and programs may be used as well. For example, if an RTPA
is also an MPO, which MTC, SCAG, SANDAG, or the Shasta County RTPA are, it will use
some of its federal funding received as an MPO to complete its regional plans.

Recommendation

To coordinate transportation planning with other land use, environmental, and housing
plans, the functions, duties, technical staffs, and funding of Regional Transportation Plan-
ning Agencies (RTPAs) should be transferred to the new Councils of Governments (COGs).

Benefits of consolidation

Transportation planning is fundamental to all other land use decisions. To produce better
coordinated and more compatible regional plans, all planning must be integrated and not
done in isolation. While single-issue agencies may have an understanding of their issue,
they may fail to consider related issues.

Appendices: Regional Cooperation and Coordination &5



STRATEGIC GROWTH: Taking Charge of the Future

With consolidation of RTPAs in COGs, COGs would assume the responsibility of reviewing
congestion management plans (CMPs) for consistency with, and incorporation into, the
regional transportation improvement plan. COG review of CMPs may provide better
consistency with regional or State clean air or transportation strategies.

Further, consolidation should also lessen competition for funding among single interest
agencies. Adding the functions of RTPAs to a COG would help ensure that the region’s
fiscal and environmental resources are being put to the best use. Finally, each single agency
has similar overhead costs. Including RTPAs in a COG would cut down on staff and office
costs.

Problems with consolidation

Attempts to include RTPAs in COGs could raise problems as well. Agencies that currently
act as RTPAs many oppose efforts to take these planning powers away. Although a COG
may currently serve as an RTPA, RTPAs and COGS do not necessarily have contiguous
boundaries. However, because the Secretary of Business, Transportation, and Housing
designates RTPA boundaries, the Secretary could ensure that RTPA boundaries are consis.
tent with COG boundaries. Also, because an RTPA is often another agency or has other
functions (such as a Local Transportation Commission or Metropolitan Planning Organiza-
tion), including the RTPA in a COG, while leaving the rest of the existing agency with other
responsibilities, could hinder regional transportation and air quality planning. This should
be avoided by transferring related functions as well.

b. Congestion Management Agencies

Purpose

A congestion management agency is charged with adopting a countywide congestion
management program which addresses traffic congestion in a cooperative manner with
other local agencies, including appropriate land use, transportation, and air quality entities.
A CMP should include a definition of the county’s transportation system; a transit stan-
dards element; an element for trip reduction; a program for analyzing the impacts of land
use decisions; and a seven-year capital improvement program. The CMA is also required to
develop a traffic data base for use in a countywide model to monitor the implementation of
CMP elements. Upon adopting its CMP, a CMA is required to forward the CMP to the
appropriate regional transportation planning agency. The regional agency is charged with
reviewing the CMP for consistency with the RTIP. Consistent CMPs are included in the
RTIP. For CMPs which are determined to be inconsistent with the RTIP, the regional agency
may exclude from the RTIP, any projects in the inconsistent CMP.

Governance

A CMA can be either the county’s existing transportation commission or transportation
authority, an existing public agency within the county, such as a public works department
or the county board of supervisors, the councils of government in which the county is a
member, or a newly created agency. Designating an existing agency, a COG, or creating a
new agency requires approval from the county and a majority of the cities within that
county.

Creation mechanism

CMAs are created by State statute. In 1989, a legislative package was enacted to provide
comprehensive reforms to transportation practices in California, and brought before the
voters several measures to increase the fuel tax, and issue bonds for transportation funding,
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The voters approved these measures in June 1990. However, to receive increases in trans-
portation funding, certain counties are required to establish CMAs which are charged with
adopting CMPs. Participating counties that do not conform to CMP statutes do not receive
their share of the revenues resulting from the increase in fuel taxes.

Boundaries

Currently, every county which contains an urbanized area (areas with population over
50,000) is required to create a CMA and adopt a CMP. The CMP must include every city
within the county, and thus, each CMA boundary is equal to its county of jurisdiction,
including all entities within the county. Currently, 32 counties are required to implement
CMPs: Alameda, Butte, Contra Costa, Fresno, Kern, Los Angeles, Marin, Merced, Monterey,
Napa, Orange, Placer, Riverside, Sacramento, San Bernardino, San Diego, San Francisco,
San Joaquin, San Luis Obispo, San Mateo, Santa Barbara, Santa Clara, Santa Cruz, Shasta,
Solano, Sonoma, Stanislaus, Sutter, Tulare, Ventura, Yolo, and Yuba. Of these counties,
fifteen designate existing county transportation agencies to prepare the CMPs, ten utilize
the region’s COGs, four use their county public works departments, and three created new
agencies.

Existing funding sources

The statutes which require CMAs and CMPs do not identify specific dedicated funding
sources. Therefore, local agencies need to consider locally available funding mechanisms.
These may include general funds, local gas tax subventions, additional sales tax funds from
the increased gas tax, vehicle registration fees, and the Transportation Development Act.
Other non-local planning and programming funds may be available to assist in funding,
including State Subvention Planning Funds, FHWA Planning Funds, and Air Quality Plan
Funds. Currently, the county of jurisdiction forwards revenues from these funding sources
to the CMA.

Recommendation

The duties and responsibilities of congestion management agencies (CMAs) should remain
at the county level. Existing procedures for preparing congestion management programs
(CMPs) and reviewing them for regional consistency adequately address traffic congestion
issues.

Benefits of coordination through COGs

Currently, regional transportation planning agencies review CMPs for consistency with,
and incorporation into, the regional transportation improvement plan (RTIP). If the regional
agency finds a CMP to be inconsistent with the RTIP, it may exclude any of the projects in
the CMP from the regional plan. Since the Growth Management Council is recommending
that the newly enhanced councils of governments (COGs) assume the duties of regional
transportation planning agencies and the coordination of other regional issues, COG review
of CMPs may provide beiter consistency with regional or State clean air or transportation
strategies.

Problems with coordination through COGs

Each county’s CMA is the agency which is most aware of its county’s congestion manage-
ment needs and best suited to prepare a county CMP. Therefore, enhancing COG responsi-
bilities could be perceived by a county as a loss of local control over its own transportation
planning, as well as other local issues. However, the recommendation in this area is that
COGs assume the duties of regional transportation planning agencies, and thus, review of
CMPs for regional consistency, not that the existing CMP procedure be revised. It is
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important to make it clear to local agencies that the existing procedures, both at the local and
regional levels are not being enhanced.

c. Metropolitan Planning Organizations (MPOs)

Purpose

MPOs serve as a forum for cooperative transportation decision making at the regional level.
Each MPO's responsibilities include preparing a transportation plan describing policies,
strategies, and facilities or changes in facilities proposed, and a transportation improvement
program (TIP) which is a staged multi-year program of transportation improvement projects.
MPOs are also required to conform transportation plans and transportation improvement
projects to federal clean air standards.

MPOs are designated to carry out federal transportation planning requirements, while
Regional Transportation Agencies (RTPAs) carry out State transportation requirements.

Governance

MPO is a designation of an existing agency, rather than a new or separate agency. Many
existing MPOs are in fact COGs, but not all. In the Bay Area, for example, the Metropolitan
Transportation Commission (MTC), a seperate statutorily created body, serves as the MPO.
Thus, MPOs do not have a prescribed governing process. COGs are governed by local
elected officials and the MTC is governed by a legislatively prescribed board of directors.

Creation mechanism

MPOs were created by the Federal Government for the implementation of the Federal
Highway Administration and the Urban Mass Transportation Administration joint high-
way and planning regulations. However, MPOs are established by local governments and
must request an “MPO designation” from the Governor. Thus, the Governor designates all
MPOs.

Boundaries

The boundaries of MPOs are decided on the local level with the advice of the Federal
Highway Administration. Final approval of the proposed boundaries is granted by the
Governor.

Existing funding sources

MPOs receive one percent of the funds the State receives from the Federal Highway Trust
Fund. CalTrans, in conjunction with all of the State’s MPOs, decide how the funds will be
allocated to the respective MPOs, usually by population. In addition, MPOs may receive
additional State subventions from the State Highway Account if allocated in the annual
budget.

Recommendation
To improve regional planning, the Governor should uniformly designate the new Councils
of Government (COGs) as the Metropolitan Planning Organizations (MPOs).

Benefits of consolidation

Designating COGs as MPOs would help ensure that other plans, such as air quality,
housing, and congestion management, are consistent with transportation planning. This
would also eliminate inconsistent data that commonly exist between neighboring jurisdic-
tions within a metropolitan area.

Problems with consolidation
Small jurisdictions - ones not currently included in an MPO or others in an MPO smaller
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than a new COG - may not wish to relinquish planning responsibilities or join a regional
planning agency if their decision-making role would be diminished. In addition, some
counties might prefer a single-county MPO.

3. Special Districts

Purpose

Special districts are individual local governmental agencies formed to provide local ser-
vices. Typically, special districts are formed by local residents and landowners who want
new services or higher levels of existing services, but the current city and county tax base is
inadequate to fund those services. Fire districts, irrigation districts, and park districts are all
examples of special districts. Some special districts serve a single purpose, such as flood
control, while others address a number of purposes, like community service districts, which
can provide as many as 15 different services.

Governance

Special districts are formed by a local agency formation commission (LAFCO), following
review of an application which is usually filed by registered voters, a city council, or county
board of supervisors. Special districts are autonomous government entities and are account-
able only to the voters or land owners they serve.

Special districts can be dependent or independent agencies. Dependent districts are gov-
erned by existing legislative bodies, such as a city council or county board of supervisors.
An independent district is governed by a board of directors that is elected by the district's
voters. A few independent districts are governed by a board of directors that has been
appointed by a city council or board of supervisors. Many independent districts employ a
professional manager to provide elected members with technical assistance.

Creation mechanism

Special districts are not State, county, or city government. They are limited special purpose
local governments which operate under a “principal act” or a “special act.” A “principal
act” is a statute which applies to those special districts that provide similar services. For
example, the Fire Protection Law of 1987 governs all of California’s fire districts. A “special
act” is used for creating individual special districts that do not meet the criteria of any
principal act. A “special act” is tailored to fit the unique needs of a specific area.

Boundaries

Proponents of a special district are currently required to submit an application to the
affected LAFCO. That application must include the proposed district’s boundaries, services
to be provided, and financing options. Upon review and following a noticed public hearing,
the LAFCO can either approve, deny, or modify any part of the proposal, including the
boundaries. Land may be annexed or deleted from a special district through another
application process.

Existing funding sources

Most special districts generate funds from fees and property tax revenues. “Enterprise”
districts are funded through collecting fees from those residents who benefit directly from
the services provided. For example, water districts charge water rates to their customers
only. Non-enterprise districts do not charge user fees because their services benefit the
entire community. Police and fire protection districts are a good example of non-enterprise
districts that generally cannot be funded through user fees. Non-enterprise districts usually
rely on property tax revenues for their funding.
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Other funding sources currently available to special districts include general obligation
bonds, revenue bonds, and allocations from the Special District Augmentation Fund (SDAF).

Special District Augmentation Fund

The SDAF was created following the passage of Proposition 13 (AB 8), and funded by
contributions from special districts that were in existence prior to the passage of Proposition
13. Under current law, any district which received State assistance following the enactment
of Proposition 13 is required to contribute a portion of its property tax revenues to the SDAF
in proportion to the amount of State aid received. There is a separate SDAF in each county.
County boards of supervisors are required to annually allocate the SDAF back to those
districts, but boards have a great deal of discretion in how those revenues are actually
allocated. Existing law provides that districts created after 1978 do not contribute to the
SDAF, but rather, are allocated the actual property tax revenues generated within their
jurisdictions. This is true for consolidated districts as well (American River Fire Protection
District v. Sacramento County Board of Supervisors, 211 Cal. App.3d 1076).

Because of the number of districts which have consolidated or been eliminated in recent
years, and the dwindling amount of monies available in SDAFs, it is becoming increasingly
popular for counties to seek legislative approval to eliminate SDAFs in favor of a tax-
sharing arrangements. To date, Sacramento, Marin, Monterey, and Santa Cruz Counties
have been granted legislative authority to eliminate their SDAFs.

Recommendation

New COGs should have the authority to approve the creation and consolidation of special
districts and tax-sharing arrangements. Because one purpose of this recommendation is to
further facilitate the consolidation and elimination of unnecessary or duplicative special
districts, this recommendation includes complete elimination of the SDAF, in favor of tax-
sharing arrangements approved by the new COGs.

Benefits of consolidation

There are currently 3,440 special districts in California. Since special districts are formed by
LAFCOs, the consolidation of LAFCO responsibilities into new COGs would have a signifi-
cant effect on special district formation. Currently, many special districts provide the same
services as cities and counties. A regional body could be useful for eliminating competition
and conflict which can occur between overlapping jurisdictions. Further, a COG could
minimize adverse impacts that the current proliferation of special districts has on regional
planning. New COGs could oversee the consolidation of existing special districts, and well
as the creation of any new districts, in an effort to reduce duplicative administrative efforts
and ensure uniform service within regions.

Problems with consolidation

Since COGs are larger regional bodies than LAFCOs, they could be perceived as being too
far removed from a special district to address its local issues. Special districts are designed
to tailor services to local citizen demand, and if COGs are authorized to approve the
creation and consolidation of spedal districts, local control and responsiveness could be
lost. This problem could be addressed by requiring the new COGs to examine and incorpo-
rate existing local structures into their decision making processes.
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4. Local Agency Formation Commissions (LAFCOs)

Existing law _

The Cortese-Knox Governmental Reorganization Act is the framework within which pro-
posed city annexations, incorporations, consolidations, and special district formations are
considered. This law establishes a Local Agency Formation Commission (LAFCO) in each
county, empowering it to review, approve or deny boundary changes and incorporations
for cities, counties, and special districts. The act mandates specific factors which the LAFCO
must address when considering annexation proposals. The LAFCO in turn establishes the
ground rules by which the affected city will process the annexation.

Governance

Existing LAFCOs are made up of two elected officials from the county, two from local cities,
and one member of the general public. LAFCOs also have the option of electing a represen-
tative from special districts. Although most LAFCOs include special districts, only a small
percentage chose to have special district representation.

Creation mechanism

Each LAFCO operates independently from the State. However, the LAFCO is a creature of
State law and is expected to act within a set of State-mandated parameters encouraging
“planned, well-ordered, efficient urban development patterns,” the preservation of open-
space lands, and the discouragement of urban sprawl.

Boundaries

Existing law provides for the existence of a LAFCO in every county of the State. Existing law
also provides that the boundaries or jurisdiction of each commission be limited to the
boundaries of the county it serves.

Existing funding sources

Generally, LAFCOs charge a fee for processing annexations, boundary changes, and incor-
poration requests. These fees are incurred by those parties requesting the change {a city,
county, or private individuals).

The fees collected are primarily used for administrative costs that are incurred in maintain-
ing the commission. The staff is responsible for doing research on individual requests,
which may include, fiscal analysis, current status and feasibility of special districts, and
decisions regarding taxing authorities and responsibilities. If LAFCOs were to merge with
COGs these services would still need to be promised. There are a total of 57 commissions;
each county has its own, with the exception of San Francisco, which is a unitary city and
county and need not consider boundary changes. Although most of the commissions are
supported through fee charges, some LAFCOs are subsidized through their own county.

Recommendation

LAFCO duties should be considered for potential future transfer to the new COGs. State-
wide procedures and performance standards, including fiscal adjustments to minimize
inequities to counties and cities, should be established for boundary changes within spheres
of influence designated around cities. Annexations within those areas would be subject to
administration by the city.

Benefits of consolidation

Consolidating LAFCO authority with new COGs, and making as much as possible of that
authority self-executing, will serve to discourage planning fragmentation which may follow
uncoordinated or inconsistent local boundary changes. Furthermore, since most of LAFCO’s
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decisions and responsibilities are primarily regional in nature, this consolidation would
eliminate an unnecessary agency, and in multi-county regions would eliminate several of
them. There is no compelling reason, for example, for 9 separate LAFCOs in the Bay Area.

Problems with consolidation

No existing LAFCO is larger than a single county. Consolidating LAFCO duties in a multi-
county regional body will distance the decision makers from the governed, but it will
permit decisions to be made in a regional context.

5. Airport Land Use Commissions (ALUCs)

Purpose

The primary purpose of an ALUC is to formulate a comprehensive land use plan to provide
for the orderly growth of each public airport and the area surrounding the airport within the
jurisdiction of the commission, including a long range master plan that reflects the antici-
pated growth of the airport for the next 20 years.

Existing law provides that until an ALUC adopts its final plan, every city or county within
its jurisdiction is required to submit all requests for actions, regulations or permits to the
ALUC for approval. Existing law assumes that any action taken by an ALUC will be
consistent with the plan being prepared, and provides immunity from litigation over
development actions until the plan is required to be completed, if “substantial progress has
been made toward completion of the plan.” Cities and counties are authorized to overrule
an ALUC decision by a 2/3 vote of their governing bodies, but such an action renders the
airport operator immune from liability for damages to property or personal injury.

Governance

Each commission is comprised of seven members: two representing cities within the county,
appointed by the city selection committee; two representing the county, appointed by the
board of supervisors; two aviation experts, appointed by a selection committee comprised
of the managers of all the public airports within the county; and one general public member,
appointed by the other six members. An exception to this provision authorizes any county
with a population in excess of four million (Los Angeles County) to utilize its county
regional planning commission for the purposes of airport land use planning. To date, all but
six counties have created ALUCs. Alpine, Modoc, and San Francisco are exempt, because
they have no public airports within their jurisdictions. Madera, Trinity, and Santa Cruz
have simply not complied with the law.

Creation mechanism

The Airport Land Use Planning Law was established in the California Public Utilities Code
in 1970 (Ch. 1182). Under existing provisions of the Airport Land Use Planning Law, every
county with an airport that is served by a scheduled airline, or any county with an airport
operated for the benefit of the public, is required to establish an airport land use commission
(ALUC).

Boundaries
Planning boundaries are established by each ALUC after a hearing and consultation with
involved or affected agencies.

Funding
Under current law, local agencies are authorized to levy fees for the costs of providing
certain services. Existing law also authorizes an ALUC to establish and levy fees for
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reviewing and processing proposals and for providing copies of land use plans, provided
those fees do not exceed the cost of providing the service. Under current law, any ALUC
which has not adopted a majority of the required plan(s) by June 30, 1991, is prohibited from
levying these fees until the plan(s) have been adopted. That deadline was recently extended
(until June 30, 1992) for those counties that have completed at least half their plans (SB 582,
Ch. 140, Stat. 1991).

The Commission on State Mandates has determined that the planning costs for public use
airports are reimbursable. However, that authorization was subsequently suspended dur-
ing the 1990-91 budget negotiations (SB 1333, Ch. 459) and the State did not provide any
money for this purpose. As such, the costs of actually preparing the plan has become the
direct responsibility of each affected county.

Staff responsibilities -

Existing law does not specify the who shall perform the staffing functions for an ALUC. In
most jurisdictions, county or COG employees are fulfilling those responsibilities. In other,
larger, jurisdictions, ALUCs have hired separate employees to fulfill their responsibilities.
Existing law requires the Department of Transportation to assist in the training and devel-
opment of any ALUC staff, thus transferring employees because of a perceived expertise
would not necessarily be required.

Recommendation
The duties of Airport Land Use Commissions should be reviewed for potential future
transfer to the new COGs.

Benefits of consolidation

Air transportation is a regional issue. Consolidation would facilitate compatible land uses
within each region and within the area surrounding each airport. Consolidation would
further benefit the new COG in that ALUCs are already required to address inter<jurisdic-
tional issues. Consolidation would eliminate separate agencies, particularly in multi-county
regions. There is, for example, no reason there should be five ALUCs in the Southern
California area, which to a great degree effectively operates as one air fransport region.

Problems with consolidation

Although airports are regional facilities, shifting authority controlling airport land use to
the new COG would distance decision makers from the governed. In addition, because local
agencies are required to submit all applications to the ALUC prior to the adoption of a final
plan, ALUCs do have some permitting authority. This authority would be consistent with
the authority proposed for the new COG if COGs, like ALUCs, were given specialized land
use authority. This is particularly important because of the regional importance of airports.

Another problem that should be considered is that folding the responsibility of ALUCs into
a new COG would most likely result in no representation from the aviation community.
While the same can be said for any other agency whose responsibilities are assumed by the
new COG, some consideration should be given to whether the health and safety issues
surrounding airports warrant the continued involvement of those “experts.” This could be
resolved by creating an advisory panel.

Another objection might concern the fact that the law imposing a plan adoption deadline on
ALUCs has only recently been enacted, and most counties are currently in the process of
completing their comprehensive plans. As such, some thought should be given to the
timing of this proposal, and whether a disruption in the current adoption process is
necessary or should become effective only after the June 30, 1992 deadline.
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Finally, the existing law governing ALUCs has been opposed by several cities that were
concerned that this law inappropriately took away what they believed was their land use
authority and moved it to the county level. Cities will undoubtedly continue to oppose
transferring that authority to the regional level, and will probably be joined by counties who
are also concerned with any entity interfering with their ability to make land use decisions.

B. NEW FUNCTIONS

|, Locally Undesirable Land Uses (LULUs)

“Locally undesirable land uses” or LULUs refer to those land uses or facilities that are
generally conceded as necessary but that nobody wants in his or her community. LULUs
may include power plants, sewage treatment facilities, power lines, dams, rail lines, junkyards,
cemeteries, landfills, ete.

The siting of LULUs is one of the most difficult tasks facing California. The siting and
permitting processes continue to be costly and controversial. The public, moreover, feels
increasingly free to challenge siting decisions. The resulting intransigent and strongly
polarized public debate creates delays, which often result in the scuttling of projects due to
aloss of cost-effectiveness or lack of political will. Community resistance, accompanied now
by the seemingly inevitable lawsuits, produces a stalemate that government leaders often
cannot overcome.

One way to diminish siting problems is to address the need for a particular class of LULU
necessary. The League of California Cities, in its publication Combining Self Interest and the
Public Good: A Win-Win Solution, described a number of market-based solutions to dealing
with city services. For example, instead of complaining about not enough landfill space in
Seattle, the city instituted a “pay as you throw” method of trash billing where the more cans
put out for pick-up, the bigger the trash bill. The result is that pick-ups went from an
average of 3.5 cans per household down to one, and the need for new landfills was
diminished. These can be classified as “microeconomic” solutions to the LULU problem
because they focus on the economic choices of private individuals and businesses.

Not all LULUs are susceptible to such treatment, however. Other proposals may help
address siting decisions in these cases.

Alternatives

1. Require the State to determine which areas of the State are in need of LULU facilities.
Once the State has determined that a LULU is needed within a COG’s boundaries, require
the new councils of governments (COGs) to negotiate which county within the COG’s
boundaries would take the facility. For example, the State could determine that a new
prison is needed within SCAG’s boundaries. While SCAG would be mandated to site a
prison, it would be responsible for negotiating with its member counties where the facility
will be located. Low income housing, homeless shelters, half-way houses, prisons, and
hazardous waste and solid waste facilities are the types of facilities which the State could
require COGs to site.

2. While the first alternative above would require the State to site LULUS, a second alterna-
tive would require COGs to site LULUS. The State would have no role under this alterna-
tive. Specifically, COGs could site LULUs either within their boundaries, or in other regions
through negotiation with other COGs. This would take advantage of the fact that a facility
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which is considered a LULU in one region may be considered an economic boon in another
region.

One example of a possible inter-regional negotiation would be the siting of a prison.
Currently, Orange County is unable to find a location for 2 much needed new prison due to
high population density, high property values, and local opposition. In contrast, Del Norte
County is seeking to locate an additional prison within its boundaries because of the jobs it
would create in the county. Under this alternative, SCAG (the existing COG of which
Orange County is a member) could either negotiate with Del Norte County (which cur-
rently does not belong to a COG) to site a different LULU in exchange for Del Norte siting a
prison, or SCAG and its member counties could provide revenue incentives to Del Norte
County for siting the prison. The counties within SCAG would also be responsible for
financing the cost of transporting prisoners to the prison in Del Norte County. This alterna-
tive could also work between the counties within a single COG.

One cannot export all LULUs to other parts of the State. A sewage treatment plant, for
example, must be close to the community it serves. However, COGs may be unwilling to
site a controversial LULU, or may be incapable of siting the LULU against community
opposition. Currently, the siting of LULUs is frequently blocked through the courts, or
through the existing permit process. Requiring COGs rather than cities and counties to site
LULUs will not reduce the opposition to these unwanted facilities.

Two procedures could be utilized to ease the process for siting a LULU. First, legal hurdles
could be reduced by limiting the standing of some parties to challenge the siting of LULUs.
In addition, a time limit could be established for planning and siting a facility. If this time
limit were exceeded, or a COG refused to site the LULU, the State could step in and site the
facility itself. A model for this already exists in the siting of hazardous waste incinerators
under the Health and Safety Code, Section 25170.5. Under this section, local land use
decisions regarding hazardous waste incinerators may be overturned by a State-convened
appeals board. A similar State override mechanism for LULUs would assure that needed
facilities are sited, rather than simply ignored or rejected due to political difficulties within
the COG or the public.

Recommendation

The responsibility for siting LULU projects should be transferred from county or city
government to the new COGs, which would be charged to create a voluntary market or
trading mechanism to site these projects. To the extent that such a mechanism fails to site
needed facilities and capacity, a default mechanism should be developed by OPR involving
the appropriate agencies within Cal-EPA or other agencies.

The siting of LULUs by COGs is a preferable alternative to the State selecting sites, or to a
State override. Because these latter possibilities are such blunt instruments, they would be
politically and practically difficult to wield. However, the State should maintain its ability to
site facilities in those instances when a COG fails to do so. Since COGs are composed of local
officials, they better understand local needs and limitations, and are best suited to deter-
mine LULU locations.

Benefits

Regional needs would be better served through a cooperative effort to meet the require-
ments of all of the communities in a region. Statewide and regional goals would be met and
better land use decisions would be made by elevating site selection from the county to the
regional level. Given the inevitable compromises that would be made during the planning

Appendices: Regional Cooperation and Coordination 75



STRATEGIC GROWTH: Taking Charge of the Future

process, siting at the regional level would not always result in the most efficient or economi-
cal choice. However, siting at the regional level may ease the political difficulties associated
with the siting process. Environmental concerns would still be addressed through CEQA.
With proper planning, a private owner/applicant of a hazardous or solid waste disposal
facility would benefit from greater certainty in siting a facility before initiating the permit-
ting process.

Problems

There are several theoretical and practical problems with COGs having siting responsibili-
ties for LULUs. First, without permitting authority, it is difficult to see how a COG would be
able to implement a siting decision. A locality could place conditions on a permit so as to
make siting impossible. One solution would be for the State to limit the type of conditions
that a locality could put on a permit application, as well as limit the grounds on which a
permit could be denied. '

Financial incentives could also be used to encourage acceptance of siting decisions. How-
ever, the problems in siting hazardous waste facilities have shown that in many cases the
persuasive effect of such incentives may be minimal.

Another stumbling block is that no matter what mechanism is used for the planning and
siting of LULUs, the ability of third parties to mount a legal challenge is always present.
Legislation might be drafted to limit the standing of individuals and groups to challenge
decisions made on LULUs.

Finally, under this recommendation, highly controversial projects would be sited by an
organization (the new COG) whose members may not be directly answerable to individuals
who may strongly disagree with siting decisions. In those instances in which the State were
required to site a facility, those who object would focus their anger on elected officials in
Sacramento, or on the Administration, and undoubtedly would work through the Legisla-
ture to try to overturn controversial decisions. However, without some significant change in
procedures, siting of necessary facilities will continue to be held hostage to local pressure.
An appropriate trading mechanism may help to avoid this.

2. “Fair Share” Housing

One of the most prominent components of California’s current housing element is the
regional “fair share” allocation. State law requires COGs to prepare Regional Housing
Needs Plans for localities within their region. The Plan provides each locality with an
allocation for its share of the region’s projected housing need, by income group, over the
five-year period of the element. The law providesa high degree of discretion to the local and
regional authority in both development and implementation of the “fair share.” The State
Department of Housing and Community Development (HCD) reviews the allocation to
verify that a region is meeting the housing needs for the projected population growth.
Beyond this, HCD has little input into specific allocations.

Each local government in a region must revise its housing element to accommodate its
allocation. However, cities and counties are generally unwilling to allow unconstrained
residential development. According to HCD, as of December 1991, only 35% of the State’s
jurisdictions are in compliance with existing Housing Element law. The “fair share” process
has simply become a paper exercise without resulting in a significant amount affordable
housing,.
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Recommendation
Give new COGs the responsibility of creating a market mechanism to trade “fair share”
housing allocations within a region.

These responsibilities would be similar to those of New Jersey’s Council on Affordable
Housing (COAH) which is required to establish criteria and guidelines to allow localities to
determine their own “fair share” of needed housing, and to transfer some {up to 50%) of the
obligation to a willing municipality through negotiations. In New Jersey, a locality may
transfer up to one-half of its “fair share” to another locality through a Regional Contribution
Agreement (RCA) certified by COAH.

While local government participation in the program is voluntary, localities that receive
substantive certification from COAH for their housing elements/fair share plans are al-
lowed additional protection from third-party litigation as well as access to state housing
funds.

Benefits

Allowing local governments to trade or transfer their allocation would enable jurisdictions,
that are built-up or for some other reason cannot or will not meet their allocation, the ability
to barter with neighboring jurisdictions who can better accommodate this housing require-
ment. Furthermore, New Jersey’s “fair share” program has proven to be a successful
incentive in encouraging local government participation. This process has provided much
needed funding for rehabilitating housing and infrastructure in decaying city center areas
where the needs of lower-income households are most efficiently and effectively served.

3. jobs-Housing Balance

Problem

There has been an increase in the amount of land zoned for commercial and industrial uses
as local governments seek high-revenue generating, and low service cost, land uses in the
wake of Proposition 13. This is the so-called fiscalization of land use.

As a result, many communities suffer distorted land use patterns and traffic congestion
from an imbalance in local jobs and available housing. These inconsistent growth patterns
are forcing many Californians to reside farther from their workplace; increasing commuting
time, urban sprawl, and related problems of air quality and resource waste; and driving
housing prices upward, through artificially limiting its supply.

According to the Department of Housing and Community Development’s “1990 Statewide
Housing Plan Update,” the jurisdictions with growth controls that limit housing contained
a total population of approximately 9.6 million people, or about 33% of all Californians, so
this is not a minor problem.

Until there are clear revenue incentives or advantages to approval and zoning for residen-
tial property, local governments will continue to be encouraged to overzone for commercial
development.

Recommendation

Give new COGs the responsibility of creating market mechanisms to tie jobs growth to
housing within a region or subregion. This balance should encourage local governments to
zone sufficient land for residential development to support anticipated growth, rather than
require commercial developers to build or pay for new housing,.
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The creation of market mechanisms to tie housing to jobs growth within a region or
subregion would encourage more rational local planning decisions. This would also pro-
vide specific direction to local governments on the amount of density in land that should be
designated for residential use in relation to its regional need for housing and local housing
needs generated by employment growth.

Alternatively or as a default mechanism, OPR planning guidelines can require local jurisdic-
tions to zone sufficient land for residential development to meet expected jobs growth or
approved commercial and industrial development.

4. Regional Environmental Mitigation Banking

Mitigation banking -

Mitigation banking refers to a program to create, enhance, and preserve lands such as
wetlands, agricultural lands, critical wildlife habitat, or timberlands for their natural re-
source values. Under a mitigation banking program, appropriate land is identified for
acquisition by a public entity (this may include the purchase of all rights or simply develop-
ment rights). When a proposed development project will have an impact on the type of
resources that are intended to be protected under the mitigation banking system, the
developer is required to assist the public entity in acquiring land within the identified area
for the bank.

Most commonly, the developer pays the entity a fee which is used toward the acquisition of
targeted land. A mitigation banking system may also award credits for developer actions
which exceed minimum mitigation requirements. For example, a developer might purchase
land within the target area and offer it in lieu of the fee. Or, a developer might rehabilitate
habitat beyond minimum requirements and receive a credit which may be applied to future
projects.

Recommendation '
New COGs should be charged with the creation of regional mitigation banks to provide
greater flexibility in protecting California’s biological and natural resources.

Benefits of coordination through COGs

Establishing a mitigation bank from which the environmental impacts of development in
one area would be offset by environmental protection in another would provide advantages
to protecting natural resources. First, it provides long-term preservation of critical habitats
and natural resources by setting aside those areas. Collaterally, if credits are awarded for
excess mitigation, it can encourage development which avoids impacting sensitive environ-
mental areas.

Second, such an arrangement can reduce the individual development costs of mitigating
environmental impacts by spreading those costs regionally. Similarly, a mitigation banking
program would reduce the delay and uncertainty currently related to development which
impacts such resources. Third, a regional approach to land preservation improves the
chances of preserving sufficient land to constitute sustainable habitat or resource areas.
When mitigation is attempted on a local or project-by-project basis, it seldomly yields
sufficient contiguous land to provide sustainable habitat, A regional approach also allows
the public entity administering the bank a wider selection of land to include within the
bank.
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The COG would be uniquely positioned to gain the cooperation of State and federal, as well
as local, agencies to develop mitigation banking programs where needed. This would fill a
void that currently exists. Where practical, the COG could establish standard environmen-
tal credits which could be traded among projects so that a desirable level of environmental
protection can be maintained region-wide.

Problems with coordination through COGs

Data on environmentally sensitive resource lands is currently lacking. As a result, it will
take a considerable amount of time to implement mitigation banks. Also, it may be difficult
for single local jurisdictions to accept mitigating the effect of a project on a regional basis,
when such mitigation may have no positive effect within the jurisdiction’s immediate
boundaries. In addition, those jurisdictions with banked land may object if the jurisdiction’s
supply of developable land, and accordingly its potential tax base, is restricted. Further, a
region may simply lack sufficient undeveloped area to support an effective banking pro-

gram.

The effectiveness of a banking program in preserving or rehabilitating viable and sustain-
able habitat depends upon its consistent application throughout the region. State legislation
could specify the method by which data is to be collected and applied. Resolving the other
above problems would require empowering the new COGs (or some other agency) to
authoritatively delineate the environmentally sensitive resource lands suitable for banking.
A COG would wield de facto land use power as a result.

As the entity charged with administering the banking program, the COG would have to
collect the fees charged developers by the local jurisdictions and oversee land acquisition
and enhancement activities. These would be new powers not commonly held by regional
agencies. This problem might be avoided through the creation of a special district or quasi-
public land trust dedicated to administering the habitat banking program under the aus-
pices of the COG. New State legislation would be needed in order to properly enable the
creation of such entities.

Establishment of a system of standard environmental credits and of a market for trading
such credits is unproven and may not be feasible, particularly where the potential value of
such credits would be low. Also, in regions where only a limited amount of land is
potentially suitable for banking, credits may not offer any advantages for the entity admin-
istering the bank. An approach to solving this problem might be to establish one or more
habitat mitigation banking demonstration programs prior to enacting statewide legislation.
These testbeds would provide practical experience in mitigation banking. The prime disad-
vantage to this approach is that it delays the decision on whether to enact full-blown
programs, creating uncertainty.

Funding sources

Funding for COG participation in mitigation banking would come from participating
developers and local agencies. Care should be taken in designing fee schedules not unrea-
sonably to burden new development, particularly residential.

5. COG Certification of Local Comprehensive Plans

Purpose _

The success of a comprehensive system of planning that is integrated at all levels of
government depends upon compliance with overall State requirements at all levels of
government. The State has a direct interest in ensuring that local comprehensive plans
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comply with State growth management goals and standards. In addition, if State funding
decisions are fo be based upon compliance, as proposed, the State must have a means of
determining that local plans do comply. However, State review of the more than 500
individual local comprehensive plans is not practical.

The purpose of this proposal is to ensure that State requirements are complied with and that
those local plans which do comply can be so certified. The COG, as a regionally-based entity
is well placed to review local comprehensive plans. Being closer to the local level than the
State, the COG would be familiar with local opportunities and constraints in meeting State
requirements. Further, the COG would be in a position to apply State requirements in a
regional context, something that State review of individual local comprehensive plans
would find difficult.

Recommendation '

Cities and counties may be required to submit their local comprehensive plans to new COGs
for review and certification of consistency with State growth management goals and stan-
dards.

Benefits of certification

Local self-interest limits the effectiveness of having the agency which prepared and adopted
a local comprehensive plan to self certify the consistency of that plan with State goals and
standards. Delegation by the State of review responsibility to a new COG ensures that local
comprehensive plans will be reviewed by a relatively neutral party, allows the local plan to
be evaluated in the context of other local comprehensive plans within the region, and
presumably places the review in the hands of an agency that is knowledgable about both
State requirements and local activities. The power to certify plans would give new COGs
greater ability to encourage local comprehensive plans to meet State requirements. It should
also encourage local governments to work closely with the COGs, thereby injecting a
greater regional consciousness into local planning.

Problems with certification

COGs are made up of local government representatives. There may be a tendency forsuch a
body to certify local comprehensive plans even when it is doubtful. Further, the power to
certify local comprehensive plans may evolve into de facto local land use powers. An
alternative may be self-certification by each local government.

Funding mechanisms

There is no specific source of funding for reviewing local plans, because this is currently not
a function of COGs. This recommendation would establish a new COG responsibility that
requires a consistent source of funding. In order to fund the regular review of local
comprehensive plans, legislation should enable strengthened COGs to charge their mem-
bers yearly dues for that purpose.

6. Submittal of Regional Reports

Recommendation

Each new COG should be required to submit, on a regular basis, a regional report to OPR
which describes its region’s aggregate progress in meeting State growth management goals
and standards.

The State has a direct interest in énsuring that State growth management goals and stan-
dards are carried out. New COGs would be responsible for preparing certain regional plans
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(e.g., regional transportation improvement plan and airport land use plan) in accordance
with State goals and standards, as well as certifying the consistency of local comprehensive
plans with State requirements. Accordingly, they are in a key position to know the success
of their region in meeting State requirements.

In order for the State to monitor the effectiveness and implementation of its goals and
standards at the regional and local levels, the new COGs should provide OPR with regular
reports. These reports should be based upon the local comprehensive plans submitted to the
COG by local jurisdictions within its area, and should report the area’s aggregate process in
meeting goals and standards. COGs should not have independent authority to devise
regional plans or strategies unless desired by their local members. '

Benefits of submitting regional reports _

The feedback provided by new COGs would allow the State to realistically project trends,
assess growth management program effectiveness, and fine-tune the State’s overall growth
management system as necessary. Regular reporting would allow OPR to evaluate, for the
benefit of both the Governor and the Legislature, the effects of State goals and standards.
This would be particularly important if funding decisions are to be based upon compliance
with State policies, as proposed. Regular reports would also offer a benchmark against
which regional performance in meeting State requirements could be measured over time. In
addition, OPR would provide a convenient single point of contact for regional agencies at
the State level.

Problems of submitting regional reports

Current law under the California Government Code requires cities, counties and “regional
planning agencies” to file an annual report with OPR detailing their “transactions and
recommendations” during the previous year. Compliance with this requirement has been
nearly non-existent. Assuming that compliance improves, unless reports are standardized
the information received from the different COGs may be difficult to correlate. Further, a
reporting program may be seen by some as State intrusion into regional, and by inference
local, affairs and an exercise in bureaucratic paperwork. The Council rejects such a charac-
terization, as the State has a legitimate interest in seeing that its policies are implemented.

CONCLUSION

Not as regional governments nor as independent authorities, and not armed with either
taxing power or general land use authority or substantial operating authority, reformed
Councils of Governments can serve as a useful bridge between the State and local govern-
ment, based on their traditional and existing roles as planning agencies and local govern-
ment forums. These existing roles should be built upon and strengthened through limited
consolidation of other existing regional or county bodies, and through additional functions
to coordinate and mediate member local governments.

Appendices: Regional Cooperation and Coordination 81



STRATEGIC GROWTH: Taking Charge of the Future

- R LVl It

EXECUTIVE DEPARTMENT
STATE OF CALIFORNIA

Rt B ERAS] R RIS YR ERERy MY R0 LG KDY ok

v
Iy

mmmmmmmmmmmmmmmmmmmmmmmmmmmmm-‘af-

KECIIIVE CEDER ®-2-91.

VHEREAS, California bes. expecienced extremely rapid population growth, growing ER
by over aix million peopls in the 1980s zlone and triplipng ite population in twe E

geosritions, and such growtk is eyxpacted To continuag

VEEREAS, such growth bag put great pressore on California'a exiseing
tTansportatiom, sevige, and othex -infrastructure systems, on the delivery of
education, secial weifare, and other buman services, and ¢n comsarvation of opan
space and other geatural tesouzces;:

intelligently for the future of cur state in a partuersbip betvesn state and local
govammant, aud the private gector;

WHERELS, growtk can slsec be & banefit to the stata in contributing s & scund.
eccuomy, & Tich and diverse: culture.. and the buman eoarzy and capital anmeded to

GHEEEAS, growth also zffords Californizas the opportunity to plan mora E
lsed Californis into the 21st centnry; %

VHEFEAS, coopsraticn and consensus are nec#EZary’ Lo dccomscdate growth in
order to maximize its benefits aod minimire oegative impacty

of the powsr and anthority vested im pe. by the Conseimuticn and staticad of the

¥ON.. THERRFORE, I,. FEXX: WILSOM,. Governor of the State of California, by virtus ﬁ
State-of Californix. do- hersby izaue  this ordar to bacons affwctive ismadiataly: E

Secticn 1. DIRECTOR OF TRE. GOVERNOR'S OFFICE. OF PLANNTNG L0 RESZARCE,

(&) Among his. or ber other duties, che Dirmctor of the Covernor's Gffice of
Plaoning and Hestaarch shall sarve an my adwigor on growth and groweh
8 t imsnes, aad aball have direct zccess to gy offica.

(b) The Dizsctor shall presant racommsudaticns to =e- to enaurs thae
sppropriata stata tole in seddrassing growth and groweh REndgemant izsuas,.
inclodiog. ax they ralate therseo:

(1) =aginizaziom of appropriaea local governaent input and decision—
waking on: growth idanes, consistent with stita, ragiomal, and
neighboring communities’ intereses,.

(2) treatment of both eurzeat residents. and newcomars, and. sll socizl
and. stimiq commnities, fairly-and. on a ven—axrlusionsry basis,

(3) praservation and provisisn eof opan spacs, packs, amd recreariom
arnes,

{4) protection: of Califormia's air, water, and other patoral sescurcas,

82 Appendices: Executive Order



STRATEGIC GROWTH: Taking Charge of the Future

R RN R R RN RRES ﬁ%@%

PAGE 2

(5} "long-tange, sratewide planning for opacessary water and energy
supplier and waste dispogal,

{6} affordable bousing,

(7) comprebensive review of state and local financing mechanisms as they
affecr locxl land-uge decigions,

(8) effsecrive regional snd statewide transportation patworks,
{(9) wmaintesaces of A favorable business envircoment, and

{10} nsza of cocparaticn and inmesntived rxther than coercion to achiave
growth management gasls.

{¢) The Dirmctor ghall serve as wy liaisom vith appropriate stite 2gencies
and departments, loczl city snd county governments, and the private
sactor oo growth and growth pavagement isauas.

(4} Tha:Dirmctor shall serve as vy spokesman on growth managemsnr issues,

(e} The Birector shell chaix the Governor's Interagemcy Council on Groweh
Hanagement establighed bersunder,

(2) The:Direetor shall covanlt with the Dizrector of the Departhent of
Finanece, tha- Secretary of Business, Tracspertaction, and Housing, the
Sacretary of: Rescurces,. the Eovirommentil Affairs Secretary, and other:
appropriite: stata agency 4and depariment heads om policy and fisesl
recommandations: affecting state and local growth and groweth cansgemant
programs: and. policies.

(g) The Direator shball be. providad the neceasary staff support in crder to
ful£31Y tha:dnciaes. and responsibilities- estahlizhed hersundaez.

Sectiom 2. GOVERNOR'S. INTERAGENCY COUNGIL ON GROWTE MAMAGEMENT.

{2) The: Gewvamor's Inzeragency C il on Growth Hanagement {(haTeafter
referred to: ax the Council) is esczblished to provide recommandations tor
o on: groweh aud. growth oanagement issuas, and spacifigally withaus
Iimitation: on increesed coordizatien, cocperation, and colliboration

batwaer state and. local governusmral, private sector, and. otber poblic,
aptizies.

(b} Hembazs of the Comncil shall, foclnds the Directer of the Department of
Pinanca,. the Secretary of Buginess, Trausportacion, and Housing, tha
Secratary of Rasources, ther Secretary of Exvirvmmental Affaizx,. the
Secretary of Health and Walfzre, approprisze depaztmats within the
jurisdiction: of thosa: agencies, and the Dirsctor of the Goverzor's Officm
of Blanming: and' Resesarch..

(¢) The: Coumedl shall solicir viswe and: recommendations. on- growth sad growsh.
amnagesent; issues from:all citizene acd. sactors of California sociecy
it pay deex fessible and appropriste.

(4} The Director of the. Govarnor's: 0ffine of Blanning- and Raessarch shall
sfecve ag. Chair of the Council and shall advise me of the progreas of the
Conngil.

(e) Zuck maubar of the Cospeil shell designate a professiosal staff pamber of
assizt the Coangil in {ra duties.
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g (£} The Comncil shall meet &t least cuce per month, beginning in February
1_991. and shalli be u'{:m.;ded &t 6o lsas than the deputy lavel. _
%. (g) Mambers of the Council shall serve vithout compensarion. ~
@ {h) TG::‘C;:A:tiil shall by Januaxy 1, 1992 presedt recommandaticns to the
I¥. VWITHESS WHEREGE I hs;e hereunte set my hand
% md_cms?d the Great Sekl of the Staza of
California to be affixed this 22nd day of
¥ Janoary 1991, =
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GROWTH MANAGEMENT MEETINGS
{partial list)

Business, Labor, and Civie Organizations

AFL-CIO Labor Federation

American Planning Association, California Chapter
American Institute of Architects

Association of California Water Agencies Board
Association of General Contractors

California Association of Realtors

California Building Industry Association
California Building Officials (CALBO)
California Business Properties Association
California Business Roundtable

California Chamber of Commerce

California Contract Cities Association
California Council on Science and Technology
California Housing Council

California Manufacturers Association
California Planning Roundtable

California Rural Legal Assistance

California Taxpayers’ Association (Cal-Tax}
California Transit Association

Capitol Women for Agriculture

CLOUT (San Bernardino County}

Council on Competiveness

CSUS Consensus Group

Leadership Visalia

League of Women Voters

Local Government Commission

Los Angeles Chamber of Commerce

Kern County Breakfast Group

Northeastern California Forum

Orange County Building Industry Association
Riverside Monday Morning Group

San Diego Chamber of Commerce

San Francisco Chamber of Commerce

2000 Partnership (Los Angeles)

Women’s Business Conference

Environmental Organizations

California Environmental Trust
California Preservation Foundation
Environmental Defense Fund

Greenbelt Alliance

Mountain Lion Foundation

Nature Conservancy

Planning and Conservation League (PCL)
Sierra Club

Sierra Surmmit

Local Government

Association of Bay Area Governments (ABAG)

California Association of Councils of Governments
(CALCOG)

California Contract Cities Association

Contra Costa County Transportation Authority

County Planners Association

County Supervisors Association of California/
California State Association of Counties (CSAC)

County Planning Directors Association

Glenn, Yolo, Sacramento, Solano, Mendocino,
Contra Costa, Ventura, San Diego, and Butte
County Supervisors

Kern Council of Governments (KernCOG)

League of California Cities - Board of Directors

Special Commitiee on Growth Management
and Regionalism

Mayor and Members of Oakland City Council

Orange County Division, League of Cities

Regional Council of Rural Counties

San Diego Association of Governments (SANDAG)

San Joaquin 2000

Southern California Association of Governments
(SCAG)

Stanislaus County Area Association of
Governments

Other Government

Association of Resource Conservation Districts

California Transportation Commission

U.S. Bureau of Land Management

University of California

UCLA Policy Forum - Land Use Planning
Conference

University of California Planners Group

Regional Air Quality Management/Air Pollution
Control Districts

Hearings

Bakersfield
Fresno

Los Angeles
Modesto
Redding
Riverside
Sacramento
San Diego
San Francisco
San Jose
Santa Ana
Santa Barbara

Santa Rosa
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INTERIM PUBLICATIONS
FROM THE GOVERNOR’S GROWTH MANAGEMENT COUNCIL

The following publications prepared by Governor Pete Wilson’s Council on Growth Management and the
Office of Planning and Research are now available to the public.

Hearing Records:
Riverside
Santa Rosa
Modesto
Fresno
Sanita Barbara
Santa Ana
Bakersfield
Los Angeles
San Jose
Sacramento
Redding
San Diego
San Francisco

Publications:

- Local and Regional Perspectives on Growth Management

- 1991 Local Government Growth Management Survey

- Other States’ Growth Management Experiences

- Models of Regional Government

- Analysis of the 1990 Census in California

- Growth Management and Public Opinion (Includes Staff summaries from the 13 hearings)

- Urban Growth Boundaries

- Planning and Growth Management

= Conflict Resolution and Mechanisms in Growth Management

= Growth Management Legislative Proposals

- Growth Management and Environmental Quality

= The Regions of California

- Statewide and Regional Transportation Planning/Congestion Management Plans and Growth
Management

- Urban Growth Management Through Transportation Corridors and Transportation Financing Districts

- Agricultural Conservation and Growth Management

- Statewide Plan Coordination in California

The following publications are planned for release in the near future:
- Growth Management and Air Quality
= Growth and Long-Range Water Policy
- California’s Future Economy
- California Rural Development
- Energy and Growth Management
- Land Use and Local Finance



